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Extracts  from  an  Independent  Report  on  the  Company’s  business. 


The  Registry  superintends  over  £30,000,000  of  invested 
Capital,  three-eighths  of  which  is  owned  by  the  Registry’s 
shareholders,  and  five-eighths  by  its  customers.  The  in- 
vestments it  has  recommended  are  sound,  stable  in  realisable 
value,  command  a normal  market,  and  produce  an  average 
yield  of  about  5 per  cent,  per  annum.  Great  care  and  dis- 
crimination has  been  exercised  in  their  selection,  every 
precaution  has  been  taken  to  secure  their  legal  validity,  and 
independent  expert  advice  has  been  obtained  where  necessary. 

With  Yery  few  exceptions,  the  effect  of  the  Company’s  recom- 
mendations has  been  to  improve  the  position  of  Clients. 

This  report  is  dated  June  29th,  1911,  and  copies  of  it  will 
be  forwarded  on  application. 


Bonds  and  Debentures  of 

Exceptional  Security. 


3ntrobucton>  IRemarfts. 


^ ^ b ^HE  Governments  of  all  civilised  countries  have 

done  their  best  to  protect  inexperienced  investors 
by  means  of  legislation ; but  all  attempts  in  this 
direction  have  so  far  proved  singularly  unsuccessful. 
_ .The  managers  of  the  Investment  Registry,  Ltd.,  are 
convinced  that  the  only  method  whereby  investors  can 
cfl  really  be  protected  lies  in  instructing  them  thoroughly  on 
investment  matters.  Over  thirty  years  of.  practical  ex- 
> perience  with  investors  has  proved  that  often  the  most 
£ proficient  men  of  affairs  are  unfamiliar  with  some  of  the 
Or  simplest  terms  used  in  connection  with  Stock  Exchange 
investments,  while  to  the  less  experienced,  such  expres- 
d sions  are  sometimes  quite  unintelligible. 

For  these  reasons  this  booklet  commences  with  notes 
* £ on  the  quality  and  marketability  of  investments,  and  points 
^ out  that  good  Debentures  and  Bonds  are  investments 
, 5 while  even  the  best  of  Ordinary  shares  are  speculative. 
Further  details  on  these  questions  are  given  in  the 
Appendix.  They  are  solely  intended  for  readers  who  are 
not  expert  investors  and  who  might,  for  this  reason,  fail 
to  appreciate  the  merits  of  sound  Bond  and  Debenture 
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issues.  Investors  who  are  experts  should  disregard 
them  and  start  reading  this  booklet  at  page  34,  where  the 
Registry’s  issues  are  described. 

To  the  vast  majority  of  investors  the  safety  of  their 
capital,  and  to  some  its  gradual  increase,  is  of  primary 
importance ; while  to  many  investors  a steady  income  is 
indispensable.  In  dealing  with  questions  so  vital  it  is 
most  injudicious  to  rely  to  any  large  extent  on  the  guidance 
of  advisers,  however  expert.  To  learn  how  to  ascertain 
the  merits  of  an  investment  even  without  possessing  any 
general  knowledge  of  business,  is  easier  than  most  people 
imagine.  Every  person  who  has  capital  to  safeguard 
should  master  the  rudiments  of  sound  investment  with- 
out delay,  as  it  is  quite  impossible  for  anyone  to  invest 
intelligently  without  this  knowledge. 

The  Registry  is  much  interested  in  its  customers’ 
knowledge  of  stocks,  for  the  best  judges  of  investments 
are  invariably  its  best  customers,  and  for  this  reason  the 
Registry  uses  its  utmost  endeavours  to  disseminate 
investment  knowledge  among  its  clients. 

It  is  hoped  that  the  short  explanation  here  given 
on  the  scope  of  investments  is  sufficiently  explicit  to 
be  generally  understood.  Readers  who  find  words 
in  it  which  they  do  not  fully  understand,  passages 
which  are  not  absolutely  clear  to  them,  or 
points  upon  which  further  explanation  would  seem 
desirable,  will  place  the  Registry  under  an  obligation 
by  pointing  out  any  such  defects,  in  order  that  the 
explanatory  notes  may  be  supplemented  and  improved  in 
the  manner  indicated. 
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THE  QUALITY  OF  INVESTMENTS. 


Investors  when  placing  their  capital  should  endeavour 
to  secure  themselves  against  loss  ; success  may  safely  be 
left  to  take  care  of  itself.  For  the  reasons  hereafter 
explained  they  can  do  this  by  buying  sound  Debentures 
or  Bonds,  but  not  Ordinary  Shares.  To  appreciate  the 
argument  fully  requires  some  special  information,  which 
is  given  in  the  Appendix.  Readers  are  recommended  to 
consult  the  Appendix  with  regard  to  every  expression 

which  they  do  not  fully  understand.  Most  investors  will 
find  in  the  Appendix  some  information  which  will  be 
new  and  useful  to  them. 

A Debenture  or  Bond  is  an  acknowledgment  of  a 
debt  and  bears  a fixed  rate  of  interest ; and  so  long  as 
that  interest  is  paid,  the  income  derived  from  deben- 
tures must  be  regular.  Property  far  exceeding  in  value 
the  amount  of  the  Debentures  is,  in  the  case  of  sound 
Debentures,  vested  in  Trustees  as  security  for  the 
Debenture-holders,  who  thus  have  the  value  of  this 
property  to  guard  against  loss  of  Capital  and  Interest. 
No  ordinary  occurrence  within  the  scope  of  human  fore- 
sight can  make  Debentures  so  secured  unsafe,  either  as 
to  Capital  or  as  to  Income.  The  purchaser  of  a Debenture 
of  this  description  has  therefore  secured  himself  as 
far  as  is  possible  against  loss  or  depreciation  of  that 
individual  holding. 

A Share,  on  the  contrary,  is  a participation  in  an 
enterprise ; it  joins  in  all  the  risks  undertaken,  and 
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depends  for  its  dividends  upon  the  success  of  the  con- 
cern and  the  ability  of  its  management.  In  cases 
in  which  a Company  has  issued  no  Debentures,  the 
shareholders  receive  the  profits  and  the  Company’s 
whole  property  stands  as  security  for  their  Capital : 
but  the  profits,  and  therefore,  the  dividends,  frequently 
vary  from  year  to  year.  Debentures  or  charges 
ranking  in  front  of  the  shares  can  be  created  at  any 
time.  For  these  reasons  investing  in  shares  is  a more 
or  less  speculative  proceeding. 

On  the  other  hand,  when  a Company  has  issued 
Debentures,  the  Shareholders  are  debtors  to  the 
Debenture-holders,  and  the  interest  due  to  the  latter  must 
be  provided  before  dividends  can  be  paid  on  the  Shares. 
The  property  which  a Company  owns  stands  in  the  first 
place  as  security  for  the  Debentures,  and  next  as  security 
for  the  creditors.  Thus  the  property  and  earnings  of  the 
Shareholders  is  the  Debenture-holders’  and  creditors’ 
margin  of  safety;  but  the  Shareholders  in  their  turn  have 
no  such  margin  of  safety  to  fall  back  upon,  except  in 
some  very  special  cases  when  there  is  a balance  of 
undivided  profits  in  hand.  Such  balance  is  usually  small 
in  comparison  with  the  amount  of  the  Share  issue,  and 
is  in  most  cases  paid  for  fully  by  the  premium  at  which 
the  Shares  sell. 

The  fact  that  there  is  no  margin  of  safety  standing 
behind  Shares  renders  an  effective  safeguarding  of  a 
shareholder’s  capital  impossible.  The  buyer  of  Shares, 
therefore,  cannot  secure  either  stability  of  income  or 
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capital  safety  by  his  purchase,  whereas  a judicious 
purchaser  of  Debentures  can  obtain  both. 

Except  in  the  circumstances  hereafter  mentioned, 
the  safety  afforded  by  a Debenture  or  Bond  is 
ensured  when  the  following  conditions  are  fulfilled 
(For  explanation  of  terms  used  here  see  Appendix)  : — 

1.  The  enterprise,  which  has  created  the  Debenture, 
must  be  firmly  established  and  as  non-specu- 
lative  as  a business  can  be. 

2.  No  powers  must  be  allowed  to  exist  whereby 
any  charge  can  be  placed  in  front  of  the  Deben- 
tures. The  property  upon  which  the  Debenture 
is  secured  must  be  specifically  mortgaged 
to  the  Debenture-holders  and  realisable  for  a 
far  larger  sum  than  the  total  amount  of  Deben- 
tures which  can  legally  be  issued. 

3.  The  enterprise  must  be  definitely  obliged  to 
maintain  the  property  mortgaged  in  such  a con- 
dition that  it  may  not  deteriorate  in  value,  or  to 
provide  an  ample  reserve,  if  necessary,  against 
its  depreciation. 

4.  The  Debentures  should  be  redeemable  by  a 
fixed  date  unless  the  nature  of  the  enter- 
prise warrants  their  being  made  perpetual. 
The  income  of  the  enterprise  during  a period 
of  years  should  have  been  steady  year  by  year 
and,  after  providing  for  all  outgoings  and 
contingencies,  should  have  been  at  least  double 
the  amount  required  to  meet  the  interest  on  the 
Debentures. 
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Investors  can  always,  prior  to  a purchase,  satisfy 
themselves  as  to  whether  the  above  conditions  are,  or 
are  not,  fulfilled.  They  should  inspect  the  valuations 
and  reports  relating  to  the  investment  and  also  ascertain 
whether  these  emanate  from  responsible  and  reliable 
sources.  The  amount  by  which  the  value  of  the 
property  securing  the  Debentures  exceeds  the  amount 
of  the  Debentures  outstanding,  represents  the  margin 
of  capital-safety  they  afford.  The  difference  between 
the  sum  annually  required  to  pay  the  Debenture  interest 
and  the  amount  of  the  concern’s  annual  nett  earnings, 
forms  the  margin  of  security  for  the  regularity  of 
income  payments.  As,  however,  the  Debenture  interest 
must  be  paid  whether  profits  have  been  made  or  not, 
this  margin  of  income-safety  need  be  regarded  only  as 
a protection  against  possible  irregularity  in  interest 
payments.  The  margin  of  capital-safety  forms  the  real 
provision  against  all  contingencies. 

The  following  exceptions  to  the  above  rules  must  be 
noticed  here : — 

i.  Whenever  the  property  held  as  security  for  the 
Debenture-holders  is  undoubtedly  saleable  for  a sum  far 
larger  than  the  total  amount  of  Debentures  issued, 
neither  the  stability,  character,  nor  profits  of  the  under- 
taking need  be  considered ; for  in  such  an  instance  the 
mortgage  on  the  property  is  in  itself  sufficient  to  cover 
all  contingencies.  Such  a Debenture  might,  of  course, 
prove  irregular  in  producing  income,  but  it  may  never- 
theless be  regarded  as  safe  both  for  Capital  and  Income 
at  compound  interest,  because  the  overdue  Income  would 
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ultimately  be  provided  out  of  the  sale  of  the  property 

securing  the  Debenture. 

Short-sighted  investors  sometimes  judge  the  safety 
of  Debentures  by  the  prosperity  of  the  enterprise  which 
has  issued  them,  and  not  by  the  security  upon  which 
they  are  founded. 

An  undertaking  which  appears  to  be  prosperous  for 
the  time  being  may  have  inadequately  secured  Deben- 
tures outstanding,  which  on  account  of  the  dividends 
paid  on  the  shares,  command  an  unduly  high  price 
but  which  may  subsequently  fail  to  meet  their  engage- 
ments. This  is  one  of  the  reasons  why  money  is  some- 
times lost  on  Debentures,  and  an  excellent  example  to 
prove  that  officially  quoted  stocks  sell  on  quotations  and 
not  on  comparative  values. 

An  unquestionably  secure  officially  quoted  Deben- 
ture, which  usually  sells  at  its  comparative  value, 
frequently  falls  several  points  below  it  because  the 
dividends  on  the  ordinary  stock  of  that  Company  have 
been  reduced,  while  this  reduction  in  the  earning 
power  of  the  Company  has  not  reduced  the  safety  of  the 
Debentures.  Long-sighted  investors  profit  by  consider- 
ing Debentures  solely  on  their  merits,  and  buy  well 
secured  Debentures  cheaply  when  issued  by  apparently 
non-prosperous  enterprises. 

2.  In  the  case  of  railways,  gas,  water,  electricity, 
tramways  and  other  public  utility  companies  the  break-up 
value  of  the  property  cannot  be  considered,  as  such  a 
property  is  not  divisible  without  destroying  its  value. 
The  security  for  the  Bonds  and  Debentures  can  in  such 
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cases  only  be  gauged  on  the  basis  of  the  undertaking’s 
nett  earnings,  and  by  the  settled  and  progressive  nature 
of  the  district  which  it  serves. 

For  the  purpose  of  judging  such  Debentures, 
the  nett  earnings  and  their  likely  increase  or  decrease 
alone  should  be  considered.  If,  after  making  ample 
allowance  for  maintenance  and  depreciation  these 
have  amounted,  during  a period  of  years,  to  a 
considerably  larger  sum  (say  ij  times)  than  that 
required  annually  for  fully  providing  the  interest 
and  every  other  expenditure  in  connection  with 
the  Debentures,  these  may  be  considered  safe,  provided 
that  the  Company’s  franchise  is  perpetual.  Companies 
working  on  the  basis  of  a terminable  franchise  must  be 
able  to  provide  out  of  earnings  an  ample  sinking  fund, 
sufficient  to  redeem  the  Debentures  long  before  the 
franchise  expires  if  their  Debentures  are  to  be  safe. 

3.  The  Bonds  issued  by  Governments  and  Muni- 
cipalities are  rarely  secured  upon  tangible  property, 
although  some  of  them  are  secured  upon  specific 
revenues.  As  such  corporate  bodies  make  no  “nett 
profits,”  the  security  consists  solely  in  the  obligation  of 
the  borrowing  body  to  pay  the  principal  and  interest  out 
of  the  rates  and  taxes  which  they  levy.  In  respect  of 
settled  countries,  this  obligation  is  invariably  fulfilled. 
In  other  cases  it  has  sometimes  not  been  fulfilled.  The 
proportion  of  rates  levied  per  head  of  the  population  and 
the  proportion  of  the  loans  to  the  value  of  the  property 
owned  by  the  inhabitants,  indicate  the  relative  desirability 
of  Government  and  Municipal  Loans. 
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4.  Bonds  or  Debentures  guaranteed  by  a second 
Company  undertaking  need  not  be  fully  secured,  provided 
that  the  guarantee  given  is  unquestionably  reliable  and 
safe. 

The  Investor  can  guard  against  the  possibility  of 
loss  arising  out  of  a sale  of  a Debenture  below  its 
purchase  price  in  the  manner  described  in  the  section 
dealing  with  the  “ Marketability  of  Investments  ” 
(page  13),  and  through  the  sound  division  of  his 
risks  afforded  by  a Geographical  Distribution  of 
Capital.  He  can  provide  against  the  risk  of  loss 
through  the  paying  off,  redemption,  or  drawing  of  his 
Bonds  and  Debentures  by  acting  on  the  suggestions 
given  in  the  Appendix. 

The  Safety  of  Preference  Shares  depends  upon  : — 

1.  The  Company  of  which  they  form  part  having 
created  no  Debentures  and  possessing  no  power 
to  do  so  without  the  consent  of  the  Preference 
shareholders. 

2.  The  preference  shares  must  be  a first  charge  on 
the  concern  both  for  principal  and  dividends. 

3.  Dividends  not  earned  in  any  one  year  must  be 

payable  out  of  subsequent  year’s  earnings 
(that  is,  be  cumulative). 

4.  The  conditions  herein  described  as  essential  for 
ensuring  the  safety  of  Debentures,  ‘ preference 
share  ’ being  substituted  for  4 debenture  ’ and 
‘ preference  dividend  ’ for  ‘ debenture  interest  * 
therein,  must  be  fulfilled. 
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Holders  of  Preference  Shares  receive  dividends 
only  when  sufficient  profits  are  earned,  and  they  cannot 
demand  the  return  of  their  capital.  The  saleable 
assets  of  a Company  may  gradually  disappear  while 
dividends  are  being  paid.  The  investor  should, 
therefore,  remember  that  Preference  Shares  are  only 
safe  when  issued  by  well-established,  conservatively 
managed  Companies,  carrying  on  a stable  business, 
whose  nett  profits  are  very  steady  and  several  times 
larger  than  the  sum  required  to  pay  the  preference 
dividends.  Such  Companies  must  also  have  no  Deben- 
tures or  loans  outstanding  and  no  power  to  create  any. 

To  ascertain  the  safety  of  a Preference  share  issued 
by  a company  which  already  has  Debentures  outstanding 
is  a rather  complex  task,  which  is  explained  in  detail  in 
“All  About  Investment.”* 

The  Safety  of  Ordinary  or  Deferred  Shares, 

cannot  be  definitely  ascertained.  In  addition  to  all 
ordinary  trade  risks,  Shareholders  depend  for  the  safety 
of  their  capital  and  income  largely  upon  the  capability 
of  the  individuals  managing  the  concern  and  to 
hold  shares  must  be  regarded  as  more  or  less  specula- 
tive under  any  circumstances.  There  are  certain,  but 
few,  noteworthy  exceptions  to  this  rule,  as,  for  example, 
shares  in  Gas  and  Waterworks,  which  enjoy  a monopoly, 
and  of  which  the  nett  earnings  vary  but  little  from 
year  to  year. 

It  is  possible  to  estimate  the  safety  of  shares  of  this 
* Of  all  booksellers  and  bookstalls,  price  is. 
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latter  kind,  but  only  under  exceptional  circumstances  do 
ordinary  shares  enjoy  any  margin  of  safety  at  all. 

Partly-paid  shares  upon  which  there  is  a liability 
in  the  shape  of  uncalled  capital,  are  only  desirable 
holdings  for  those  who  watch  the  progress  of  the  enter- 
prise closely  and  are  prepared  to  meet  calls  when  they 
are  least  expected. 


THE  MARKETABILITY  OF  INVESTMENTS. 

There  are  two  separate  and  distinct  standpoints  to 
be  considered  in  connection  with  all  Stock  Exchange 
Investments : — the  position  of  the  holder  of  the  security 
in  relation  to  the  enterprise  which  has  created  it — and 
the  ability  of  the  holder  to  obtain  a return  of  the  capital 
invested  either  when  it  is  paid  off,  or  when  the  security 
held  is  sold.  The  position  of  a Bond  or  Debenture- 
holder,  when  his  security  is  paid  off  (redeemed — drawn) 
is  explained  in  the  Appendix.  Shares  are  redeemable 
only  in  the  rarest  cases,  and  they  must  be  sold  whenever 
it  is  desired  to  realise  the  capital  invested. 

The  fact  that  an  investment  is  sound  does  not  in  any 
way  guarantee  that  its  realisable  price  at  any  given  time 
will  represent  its  comparative  investment  value  at  that 
time.  The  comparative  investment  value  of  a stock  is 
the  amount  of  money  for  which  the  same  quantity  of 
another  stock  can  be  bought  as  nearly  as  possible  similar 
in  kind,  geographical  position,  safety,  prospects,  and 
yield  to  the  stock  under  consideration.  At  times 
stocks  which  upon  close  examination  prove  to  have  a 
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comparative  investment  value  of,  say  94,  sell  at  89,  and 
as  frequently  stocks  which  have  a comparative  value 
of  89  sell  at  94.  British  Trustee  stocks,  excepting  the 
Government  issues,  almost  invariably  sell  at  their  com- 
parative value  and  only  very  slight  advantages  of  any 
kind  are  offered  by  any  one  of  them  when  it  is  compared 
with  all  the  others.  In  the  case  of  many  other  invest- 
ments great  anomalies  exist  between  the  comparative 
and  selling  values. 

Far  too  many  British  Investors  are  inclined  to  place 
great  reliance  upon  an  Official  Quotation  in  the  belief 
that  such  a quotation  corresponds  with  the  comparative 
value  of  the  stock  for  which  it  stands.  They  do  not 
seem  to  realise  that  some  professional  financier  or  group 
of  financiers  may  be  interested  in  securities  which  are 
officially  quoted,  and  are  therefore  mainly  concerned  with 
this  quotation.  Anyone  interested  can  obtain  a quotation 
on  a Stock  Exchange  for  a stock  which  is  of  sufficient 
importance,  has  been  legally  constituted  and  is  held  by  a 
sufficiently  large  number  of  people.  Investors  should 
also  understand  that  the  granting  of  an  Official 
Quotation  does  not  in  any  way  depend  upon  the  sound- 
ness of  the  security,  nor  does  it  imply  that  any 
investigation  as  to  its  soundness  has  been  made  by 
those  granting  the  quotation. 

Some  Investors  believe  that  an  officially  quoted 
stock  can  invariably  be  bought  or  sold  at  any  time  at  its 
quotation,  while  a sale  of  a stock  which  is  not  officially 
quoted  is  bound  to  be  difficult.  This  is  incorrect. 
Officially  quoted  stocks  are  sometimes  difficult  to  sell. 
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There  are  over  30,000  British  securities  that  are  not 
officially  quoted  held  by  Investors  ; if  it  were  difficult  to 
sell  these,  there  would  always  be  a considerable  quantity 
of  them  on  offer.  Let  anyone  try  to  obtain  a fair  amount 
of  good  unquoted  stocks  ; he  will  find  the  greatest  diffi- 
culty in  doing  so.  On  the  other  hand  there  are  only 
about  5,400  officially  quoted  securities  held  in  Great 
Britain  ; a considerable  quantity  of  these  are  constantly 
on  offer,  and  the  sale  of  some  of  them  is  at  times  a 
matter  of  prolonged  negotiations. 

As  it  is  of  great  importance  to  all  investors  to  under- 
stand fully  the  mechanism  of  the  market  in  Stocks  and 
Shares,  this  question  has  been  treated  at  length  in  the 
Appendix.  Many  misconceptions  exist  in  the  minds  of 
some  investors  on  this  subject,  and  grave  loss  in  Capital 
and  Income  is  frequently  caused  for  a want  of  a better 
understanding.  That  part  of  the  Appendix  is,  therefore, 
of  special  importance. 

When  Stocks  officially  quoted  are  sold,  the  official 
quotation  and  the  comparative  value  may  coincide,  but 
they  sell  not  “ on  their  merits”  but  “on  their  quotations.” 
It  has  already  been  pointed  out  that  frequently  a very 
considerable  difference  between  the  price  at  which  a 
stock  is  officially  quoted  and  its  comparative  value  exists, 
and  in  this  way  the  anomalies  between  price  and  value 
so  often  noticed  are  traceable.  Unquoted  stocks,  on  the 
other  hand,  sell  at  their  true  comparative  value,  and  the 
prices  at  which  they  change  hands  must  be  fixed  upon 
this,  as  there  is  no  quotation  to  determine  them. 

B 
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When  there  are  many  genuine  buyers  and  little 
stock  on  offer,  the  price  of  any  security,  so  placed,  rises 
in  the  long  run,  and  when  there  are  few  buyers  and  a 
great  deal  of  stock  on  offer  its  price  must  eventually  fall. 
The  buyers  who  purchase  to  hold  come  as  a rule  from 
the  ranks  of  those  who  already  hold  some  of  the  stock 
and  from  their  circle  of  friends  ; while  only  those  who 
actually  hold  stock  can  sell  and  deliver  it  to  purchasers. 

Under  such  circumstances  a good  stock  exclusively 
held  in  small  lots  by  actual  Investors  can  always  be 
conveniently  disposed  of.  Its  quality  attracts  investors, 
its  distribution  in  small  quantities  causes  many  people 
to  know  of  it,  which  in  turn  produces  intending  buyers  ; 
while  the  fact  that  each  holder  owns  only  a relatively 
small  parcel  of  the  stock  and  that  few  of  the  holders 
under  normal  circumstances  ever  wish  to  sell  simul- 
taneously, prevents  a large  supply  of  the  stock  coming 
on  offer. 

When  disaster  occurs,  naturally  every  holder  would 
like  to  sell  at  a price  that  may  have  been  obtainable 
before  it  happened.  Large  supplies  and  little  demand 
follows  as  a natural  consequence,  and  in  this  respect, 
officially  quoted  and  unquoted  securities  share  a like  fate. 

In  the  case  of  those  officially  quoted  securities  which 
are  frequently  mentioned  by  the  Press,  the  market 
manipulators,  who  seldom  have  any  permanent  interest 
in  the  securities  they  handle,  often  create  large  artificial 
and  purely  temporary  holdings  of  stock  by  buying  it  up, 
with  a view  to  making  a profit  out  of  price  manipulation, 
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or  by  selling  it  in  large  quantities  without  previously  hold- 
ing it ; only  the  very  solid  quoted  stocks  are  safe  from 
manoeuvres  of  this  kind.  Dangers  thus  threaten  the 
capital  of  bona  fide  holders  of  officially  quoted  stocks,  the 
value  of  whose  property  consequently  rises  or  falls  out  of 
all  proportion  to  its  true  comparative  worth. 

With  securities  that  are  not  officially  quoted  and 
distributed  as  before  described,  no  such  procedure  is 
possible,  for  these  are  held  for  permanent  investment 
and  are  not  sold  upon  slight  occasion.  Moreover,  a stock, 
in  order  to  be  useful  for  the  market  manipulator’s 
purposes,  must  be  constantly  quoted  in  the  newspapers. 
For  these  reasons  the  solid  unquoted  non-speculative 
security  does  not  attract  the  creator  of  artificial  markets 
and  artificial  quotations,  but  sells  on  its  merits  at  a fair 
comparative  price. 

Neither  an  issuing  house  nor  an  official  quotation 
can  secure  a permanent  and  satisfactory  demand  for  any 
security  ; its  holders  create  this  among  themselves  quite 
unconsciously,  with  the  assistance  of  those  who  make  a 
practice  of  dealing  in  the  security.  In  the  Appendix  a 
full  explanation  is  given  how  markets  in  officially  quoted, 
and  in  other  stocks,  are  maintained.  It  is  also  there 
indicated  why  a market  in  a sound  and  well  distributed 
security  must  under  all  circumstances  remain  permanent, 
and  how  individual  investors  can  at  all  times  find  the 
market  for  any  good  security  they  may  hold. 

The  good  investments  among  the  30,000  unquoted 
securities  held  in  Great  Britain  are  never  on  offer  in  any 
quantity  at  a low  price,  and  always  have,  and  will  always 
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command,  fair  prices,  because  they  sell  at  their  compara- 
tive investment  value.  Of  the  5,400  officially  quoted 
securities  some  are  priced  above  and  some  below  their 
true  comparative  worth,  because  these  sell  at  the  Official 
Quotation  and  their  relative  value  is  less  closely  studied. 

In  the  case  of  its  own  Capital  issues  the  Investment 
Registry  uses  its  utmost  endeavours  to  keep  the  realisable 
prices  and  the  comparative  values  equal  as  well  as  to 
retain  the  market  for  them  within  its  own  walls.  A per- 
manent and  satisfactory  market  in  these  securities  is 
guaranteed  by  their  quality  and  by  the  manner  in  which 
they  have  been  distributed  among  a large  number  of 
holders.  Such  a market  has  and  will  always  exist  and  be 
maintained  by  the  Registry  or  by  others.  The  Appendix 
gives  the  reasons  why  this  can  never  be  otherwise. 

To  a purchaser  who  wishes  to  sell  soon  after  he 
has  bought,  an  Official  Quotation  is  important ; but  to 
the  real  Investor,  who  buys  to  hold,  and  is  not  likely  to 
wish  to  realise  at  very  short  notice,  an  official  quotation 
is  rather  a disadvantage  than  an  advantage.  If  the 
reader  will  read  the  Appendix  and  make  personal  and 
careful  enquiry  into  this  question,  he  will  find  the  above 
view  fully  confirmed  by  facts. 
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Ube  investment  IRegtstrs’s  Own  issues. 


THE  introduction  of  the  system  of  Geographical 
Distribution  of  Capital  has  created  among  the 
clientele  of  the  Investment  Registry  a constant  de- 
mand for  sound  investment  securities  situated  in  all  parts 
of  the  world.  F ormerly  this  demand  was  supplied  entirely 
from  the  open  market,  but  it  was  found  very  difficult 
really  to  satisfy  clients’  requirements  in  this  way.  The 
Registry,  therefore,  now  substitutes  its  own  issues 
where  the  market  supply  proves  ineffective  and  dis- 
advantageous. 

Every  security,  which  the  Registry  suggests  to  its 
clients  for  purchase,  has  passed  a searching  examination 
before  being  recommended.  When  an  investigation  of 
this  kind  relates  to  securities  available  on  the  open 
market  it  must  necessarily  be  confined  to  the  evidence 
of  Reports  and  Balance  Sheets  officially  published,  with 
perhaps  some  additional  statements  secured  unofficially. 
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Practical  experience  has  proved  that  an  investigation 
based  solely  upon  such  data  cannot  be  quite  effective, 
no  matter  how  carefully  it  may  be  conducted,  and 
only  securities,  which  have  come  scatheless  from  the 
test  of  a more  thorough  analysis,  can  be  relied  upon 
to  give  the  results  desired.  Moreover,  the  conditions 
under  which  investments  obtainable  in  the  open  market 
are  created,  have  frequently  been  found  highly  disadvan- 
tageous to  the  purchasers. 

Where  the  Registry’s  own  issues  are  concerned,  all 
such  drawbacks  have  been  eliminated.  The  Registry 
almost  invariably  purchases  from  the  actual  borrower, 
and  it  can  insist  upon  a full  disclosure  of  facts  and 
stringent  provisions  for  the  protection  of  the  ultimate 
holders  of  the  security.  Before  an  issue  is  taken 
up,  the  closest  enquiry  is  made  into  the  original 
sources  of  information  ; for  the  Registry’s  experts  do 
not  accept  statements  officially  published  as  a basis  for 
their  conclusions,  until  they  have  been  independently 
verified.  The  conditions  of  the  issue  also  receive  the 
closest  attention,  and  stringent  provisions  are  made 
tending  to  maintain  the  safety  of  the  security  throughout 
the  full  term  of  its  existence. 

The  Registry  entirely  disregards  speculation  and 
speculative  ventures,  and  takes  up  only  such  securities 
as  a close  examination,  at  the  time  of  their  issue,  proves 
to  be  safe,  and  which,  so  far  as  expert  knowledge  and 
human  foresight  can  foretell,  are  likely  to  mairstain 
permanently  their  sound  position. 
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No  stock  is  issued  unless  it  has  proved,  upon  careful 
comparison,  to  be  cheaper  and  more  remunerative  than 
similar  securities  obtainable  at  the  time  in  the  open 
market.  A satisfactory  market  for  the  issue  at  fair 
comparative  value  is  assured  by  the  immediate  distri- 
bution of  the  issue  in  small  lots  among  investors  who 
purchase  to  hold  permanently. 

After  making  an  issue  the  Registry,  by  means  of 
the  terms  of  the  purchase  agreement  for  the  issue, 
keeps  in  close  touch  with  the  holders  of  the  security, 
and  with  the  Company  creating  the  security  In  this 
way  the  Registry  becomes  the  intermediary  between  the 
actual  lender  and  the  actual  borrower.  It  watches  the 
progress  of  the  investment  at  its  source,  and  communicates 
to  its  holders  particulars  of  any  serious  changes  that 
may  occur  from  time  to  time.  A subsequent  chapter 
explains  how  advantageous  such  a check  proves  to  the 
holders  in  preserving  the  intrinsic  worth  of  the  security 
and  its  realisable  value. 

The  fundamental  basis  of  the  Registry’s  business  is 
to  eschew  conjecture  entirely  and  to  confine  itself  solely 
to  statements  of  fact  that  can  be  proved  by  documentary 
evidence.  For  these  reasons  the  Registry’s  issues  are 
confined  to  Debentures  and  Bonds.  Preference  shares, 
with  no  Debentures  ranking  before  them,  are  taken  up 
only  in  exceptional  instances,  while  the  Registry  does 
not  issue  Ordinary  shares  as  their  safety  so  largely 
depends  upon  future  developments,  which  cannot  be 
accurately  gauged. 
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The  Registry  believes  its  own  issues  to  be  sound, 
and  desires  every  client  purchasing  them  to  share  this 
conviction.  The  information  in  this  pamphlet  is  intended 
to  explain  to  the  “ tyro  ” in  investment  matters  what  con- 
stitutes a safe  stock.  The  Registry  desires  that  the 
tests  described  in  this  and  its  other  publications  may 
be  closely  applied  to  each  of  its  issues  before  they  are 
purchased. 

No  one  should  ever  buy  one  of  the  Registry’s  own 
issues  until  he  is  absolutely  satisfied  that  he  cannot  do 
better  for  himself  by  purchasing  similar  securities  in 
the  open  market.  His  banker  or  broker  will,  if  he  so 
desires,  supply  him  with  particulars  of  other  suitable 
stocks ; or  he  can  adopt  the  more  advantageous  method 
of  discovering  them  for  himself.  In  either  event  a 
comparison  of  the  merits  of  the  securities  purchasable  in 
the  market  with  those  of  the  Registry’s  own  issues  will 
reveal  the  advantages  which  the  latter  offer. 

SOURCES  OF  SUPPLY. 


The  Registry  does  not  wait  until  chance  pro- 
vides material  suitable  for  an  issue.  The  constant 
requirements  of  its  clients  could  not  be  met  satis- 
factorily in  this  way.  The  system  of  Geographical 
Distribution  of  Capital  demands  that  good  invest- 
ments shall  be  available  in  every  one  of  its  ten 
main  investment  areas.  These  areas  include  every 
civilised  portion  of  the  globe,  and  in  every  one  of  them 
the  Registry  must  ensure  the  maintenance  of  a constant 
supply.  Moreover,  the  offers  for  loans  which  ordinarily 
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come  from  abroad,  are  by  no  means  the  best  invest- 
ment opportunities  available.  They  have  to  pass  through 
the  hands  of  so  many  intermediaries  before  they  reach 
British  soil,  that  only  those  which  are  considered  as  of 
doubtful  safety  in  their  country  of  origin  or  cannot  be 
absorbed  locally  at  any  of  the  intermediate  stages  through 
which  they  pass  abroad,  complete  the  voyage. 

The  Registry  has  established  permanent  business 
connections  in  every  satisfactory  investment  area 
throughout  the  world.  Its  statistical  department  in 
London  is  constantly  engaged  in  analysing  the  condition 
and  progress  of  joint  stock  enterprise  in  each  of  those 
areas.  Immediately  it  discovers  a really  sound  channel 
for  the  employment  of  capital,  it  communicates  directly 
with  the  enterprise  concerned  and  at  the  same  time 
instructs  its  agent  on  the  spot  to  conduct  the  ensuing 
negotiations. 

Some  of  the  Registry’s  clients  may  like  to  learn 
upon  what  basis  the  Registry  deals  with  foreign 
borrowers.  A Booklet  issued  in  English,  French, 
German,  Italian,  Spanish  and  Portuguese  explains  it. 
There  is  no  objection  to  Investors  being  given  a glimpse 
into  the  Registry’s  kitchen,  so  to  speak,  where  the  food 
is  being  prepared  for  their  consumption,  especially  as  the 
Booklet  referred  to  is  financially  rather  instructive.  A 
copy  of  it  will  be  forwarded  on  application. 

In  this  way  many  enterprises  of  a desirable 
character  receive  suggestions  from  the  Registry  showing 
how  they  could  reconstruct  their  capital  accounts  to 
advantage.  Suitable  companies  working  with  a large 
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open  credit  are  shown  that  the  capital  they  need  could  be 
obtained  more  advantageously  by  converting  their  “bank 
overdraft  ” into  a more  permanent  loan.  Companies 
intending  to  raise  additional  capital  by  means  of  share 
issues  are  advised,  where  the  conditions  would  make 
such  issue  desirable,  to  create  and  offer  Debentures 
instead.  Existing  Debenture  issues  held  locally  can  be 
paid  off  and  replaced  by  Debentures  issued  on  terms  more 
advantageous  to  the  company.  In  fact  no  opportunity  is 
missed  of  bringing  desirable  foreign  undertakings  into 
communication  with  the  Registry,  so  that  they  may 
obtain  the  capital  they  require  upon  terms  that  are  the 
best  for  themselves,  afford  a handsome  profit  to  the  Regis- 
try and  are  still  highly  satisfactory  to  British  Investors. 

The  negotiations  thus  conducted,  while  disclosing 
excellent  investment  opportunities  direct,  also  indirectly 
bring  the  Registry  into  contact  with  all  kinds  of  enter- 
prises which  its  agents  or  its  home  investigation  depart- 
ment had  not  discovered.  A constant  flow  of  offers  of 
business  results  from  all  these  communications.  The 
Registry  can  be  very  particular  in  making  its  final 
selection,  and  of  the  actual  offers  of  business  received 
only  the  best  are  accepted. 

The  exhaustive  information  upon  the  condition  of 
joint  stock  enterprise  in  all  parts  of  the  world  afforded 
by  this  method  of  obtaining  constant  supplies  of  fresh 
offers  of  business,  proves  of  incalculable  value  in  the 
selection  of  securities  obtainable  in  the  open  market, 
apart  from  the  volume  of  business  directly  produced  by 
these  means. 


OF  EXCEPTIONAL  SECURITY 


25 


HOW  THE  REGISTRY’S  ISSUES  ARE  MADE. 

In  most  cases  the  Registry  disposes  of  its  issues 
direct  to  its  clients  without  the  necessity  of  advertising 
or  publishing  a prospectus.  A short  statement  containing 
full  particulars  of  each  issue  is  drawn  up  and  placed  in 
the  hands  of  the  Registry’s  salesmen  for  communication 
to  intending  purchasers.  Every  such  statement  is  con- 
fined strictly  to  facts,  supported  by  documentary  evidence, 
and  the  Registry’s  salesmen  are  pledged  not  to  supple- 
ment in  any  way  the  information  so  given. 

The  Registry  keeps  a permanent  record  of  its 
clients’  holdings,  which  is  accessible  to  its  sales- 
men. They  compare  from  time  to  time  the  securities 
held  by  clients  with  the  issues  made  by  the  Registry. 
When  they  discover  that  a customer  would  obviously 
gain  some  advantage  by  exchanging  one  of  his  holdings 
for  a security  issued  by  the  Registry,  they  draw  up  and 
send  him  a statement  showing  side  by  side  full  par- 
ticulars of  the  stock  in  question  and  of  the  issue  into 
which  an  exchange  might  be  effected.  Thus  the  customer 
can  satisfy  himself,  either  from  his  own  knowledge  or  by 
reference  to  his  financial  advisers,  how  far  the  proposed 
exchange  will  prove  to  his  advantage. 

Small  advertisements  are  inserted  in  the  newspapers 
drawing  the  attention  of  the  investing  public  to  a 
particular  stock.  Enquiries  result  from  these,  giving 
the  Registry  an  opportunity  to  explain  its  organisation  to 
the  enquirers. 
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When  larger  issues  are  to  be  made  “ an  offer  for 
sale”  is  drawn  up  and ’advertised  in  the  Press  in  the 
ordinary  way,  after  the  manner  of  public  companies’ 
prospectuses.  Copies  of  the  offer  are  also  sent  in  some 
instances  to  investors  who  have  not  previously  commu- 
nicated with  the  Registry.  The  shareholders  of  the 
Registry  receive  a considerable  discount  upon  issues 
of  this  kind.  The  Registry’s  ordinary  clients  also  some- 
times receive  a discount,  though  much  smaller  than  that 
allowed  to  shareholders.  The  Registry  purchases  on 
such  advantageous  terms  that  it  is  able  to  allow  these 
discounts  which  give  the  shareholders  an  opportunity  of 
making  a profit  by  introducing  their  friends,  and  give 
ordinary  customers  an  advantage  through  dealing  with 
the  Registry. 

Every  possible  precaution  is  taken  to  ensure  that 
the  Registry’s  issues  shall  be  purchased  solely  by  those 
investors  who  buy  to  hold,  and  that  the  entire  issue  shall 
pass  direct  from  the  Registry  into  their  hands.  This 
plan  secures  stability  in  the  future  market  price  of  the 
issue,  a point  of  great  value. 

It  is  of  the  utmost  importance  to  investors  to  be 
able  to  sell  any  of  their  holdings  at  any  time  and  at  an 
adequate  price.  The  Registry  fully  realises  that  its 
issues  would  not  be  satisfactory  investments  unless  they 
commanded  a constant  and  normal  market,  and  every 
effort  is  made  by  the  Registry  to  establish  and  maintain 
such  a market. 

How  markets  for  securities  are  created  and  perpetu- 
ated is  fully  explained  in  the  Appendix.  In  respect  of 
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the  Registry’s  Capital  issues  the  markets  have  in  the 
worst  of  times,  even  during  strikes  and  general  com- 
mercial stagnation,  been  highly  satisfactory.  While 
millions  are  invested  in  these  issues,  only  comparatively 
very  small  quantities  of  them  have  ever  been  simulta* 
neously  on  offer  and  they  have  always  found  purchasers  at 
very  adequate  prices.  In  respect  of  marketability  these 
issues  especially  recommend  themselves  to  investors,  and 
the  Registry  is  desirous  that  every  purchaser  of  them 
should  fully  satisfy  himself  upon  this  point  before 
making  a purchase.  It  will  be  proved  to  them  by 
independent  evidence. 

As  a special  precaution  the  Registry  maintains  a 
List,  on  which  offers  of  purchases  and  sales  of  its  issues 
that  cannot  be  immediately  effected  are  entered.  This 
List  is  shown  to  intending  buyers  and  sellers,  extracts 
from  it  are  sent  to  them  by  post,  and  in  this  way  the 
business  on  offer  is  made  known  to  a large  number  of 
investors.  The  entries  in  this  List  have,  so  far,  mainly 
referred  to  investments  for  which  a comparatively  high 
price  is  asked,  and  to  purchases  at  under  the  ruling 
price ; but  the  List  has  a great  value  all  the  same,  as 
it  is  the  most  convincing  proof  of  the  small  amount  of 
the  Registry’s  issues  which  do  not  find  immediate 
buyers  when  they  are  offered  at  fair  prices.  For  this 
reason  alone  investors  should  inspect  it. 
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THE  PRECAUTIONARY  MEASURES  ADOPTED. 


Every  capital  issue  is  based  upon  a contract,  and 
unless  the  terms  of  it  are  strictly  observed,  the  safest  of 
issues  may  ultimately  prove  unsatisfactory. 

The  holders  of  issues  are  necessarily  scattered,  and 
when  “bearer”  securities  are  concerned,  their  addresses 
are  usually  inaccessible.  Moreover,  the  Bondholders 
are  not  personally  acquainted  with  one  another,  and  have 
thus  no  means  of  taking  immediate  concerted  action  to 
protect  their  own  interests,  should  occasion  arise.  As 
the  company  which  issues  Debentures  or  Bonds  and  the 
holders  of  them  stand  in  the  relation  of  borrower  to 
lenders,  their  interests  are  diametrically  opposed. 
Unless,  therefore,  the  position  and  operations  of  the 
enterprise  creating  an  issue  are  carefully  watched, 
there  will  always  be  a possibility  that  it  may  do  some- 
thing to  endanger  the  interests  of  those  who  hold  its 
securities. 

When  an  issue  of  Debentures  is  made,  trustees  are 
appointed  to  protect  Debenture-holders’  rights  ; but  such 
trustees  are  generally  so  badly  remunerated  that  they 
cannot  perform  their  duties  effectively  except  at  an 
unrecompensed  sacrifice  of  some  time  and  labour. 

The  Registry  protects  the  interests  of  those  who 
hold  its  own  issues  in  every  possible  way.  Stringent 
clauses  with  that  object  are  inserted  in  every  issue 
contract,  and  the  Registry  nominates,  when  necessary, 
its  own  representatives  as  trustees,  or  even,  in  some 
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cases,  as  directors  of  the  enterprises.  The  representa- 
tives chosen  to  fill  these  appointments  are  men  whom 
the  Registry  has  proved  to  be  thoroughly  reliable. 

The  task  of  actually  supervising  every  detail  of  the 
borrower’s  progress,  to  see  that  the  terms  of  the  contract 
are  fulfilled,  is  performed  by  the  Registry’s  Statistical 
Department.  Whenever  that  Department  finds  that 
occasion  has  arisen  for  the  Registry’s  representatives  to 
take  definite  action,  the  Trustees  or  Directors,  nominated 
by  the  Registry,  are  informed  of  the  fact. 

Each  individual  issue  requires  special  measures  of 
precaution  to  be  taken.  Limitations  of  space  make  it 
quite  impossible  to  mention  here  all  the  available 
examples  of  the  precautions  taken  by  the  Registry ; a 
few  isolated  instances  must  here  suffice,  some  of  which 
will  prove  of  special  interest,  as  they  have  not  been 
previously  published : — 

State  of  Alagoas  Bonds. — An  introduction  from 
the  Legation  of  the  United  States  of  Brazil  was  neces- 
sary to  secure  the  official  recognition  of  the  loan.  A 
deposit  equivalent  to  12  months’  interest  on  the  loan  was 
insisted  upon,  and  it  was  stipulated  that  in  case  of  default 
the  payment  of  the  principal  should  forthwith  become 
due  and  enforceable  by  certain  special  means.  As  part 
of  the  issue  had  been  made  in  France  stringent  provisions 
were  made  for  maintaining  the  market  price  of  the  bonds 
in  that  country. 

James  Beck  Cotton  Spinning  and  other  issues  in 
Russian  currency. — Provisions  were  made  to  prevent 
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British  holders  of  these  issues  from  suffering  loss  through 
variations  in  exchange  which  might  be  brought  about 
by  political  complications. 

British  Coalite  Bonds — As  this  company  was  mak- 
ing no  nett  earnings  when  these  bonds  were  offered,  the 
issue  was  based  entirely  upon  property  saleable  for  a sum 
considerably  larger  than  the  total  amount  of  the  bonds. 
The  stipulation  was  also  made  that  unless  the  company 
succeeded  in  earning  profits  within  a specified  time  the 
bonds  must  be  redeemed  at  a premium  or  the  property 
sold  on  behalf  of  the  bondholders.  In  the  meantime  the 
interest  had  to  be  deposited  with  the  Trustees. 

Cairn  Bine  of  Steamships — The  stringent  pro- 
visions of  the  trust  deed  and  the  appointment  of  a trustee 
enabled  the  Registry  in  this  instance  to  effect  a large 
reduction  in  the  amount  of  bonds  outstanding,  and  thus 
to  increase  considerably  the  security  afforded  to  the 
present  bondholders. 

Cie  Rouennaise  de  Linoleum. — In  this  instance  a 
Guarantee  by  another  very  wealthy  company  was  insisted 
upon.  These  bonds  were  thus  guaranteed  as  to  both 
principal  and  interest,  besides  being  well  secured  by  the 
mortgaged  property. 

Gharbieh  Band  Company — The  legal  adviser  to  the 
British  Army  of  occupation  in  Egypt  and  the  Registry’s 
own  trustee  watch  the  strict  performance  of  this 
Company’s  obligations  as  defined  in  the  Trust  Deed. 

Globe  Stores  of  Switzerland. — The  conditions 
under  which  these  Preference  Shares  were  issued  were 
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so  strict,  that,  when  internal  troubles  arose,  the  Registry 
was  able  to  force  a group  of  Swiss  bankers  to  repurchase 
the  entire  issue  from  the  Registry’s  customers.  The 
shares  were  issued  “ to  bearer,”  and  had  been  out- 
standing for  a number  of  years,  yet  the  Registry  was 
able  to  trace  every  holder  and  repurchase  every  share  at 
cost  price  or  above. 

Sir  J.  Liege  Hulett  & Sons  Bonds — An  issue  of 
£100,000  of  this  Company’s  bonds  had  originally  been 
placed  by  the  Registry,  and  years  afterwards  the 
Company  needed  ^200,000  further  capital.  By  means 
of  its  efficient  organisation  the  Registry  induced  the 
holders  of  the  original  bonds  to  surrender  them  to 
their  own  advantage.  A new  issue  of  ^300,000  of  First 
Mortgage  Bonds  was  thus  rendered  possible  and  was 
accordingly  placed  to  the  satisfaction  of  the  Hulett 
Company  and  with  profit  to  the  Registry’s  customers. 

Keasbey  & Mattison  Bonds. — In  this  instance  the 
Registry  stipulated  (1)  that  the  Company’s  movable 
assets  should  never  be  allowed  to  fall  below  $1,000,000 
in  value,  after  providing  for  all  liabilities,  (2)  that  the 
property  on  which  the  bond  issue  was  secured  should  be 
efficiently  maintained,  and  that  its  value  should  never  be 
less  than  twice  the  amount  of  bonds  outstanding,  and 
(3)  that  the  Registry  should  be  empowered  at  any  time 
to  employ  Messrs.  Deloitte,  Plender,  Griffiths  & Co.,  or 
another  firm  of  accountants  of  equal  standing,  and 
professional  valuers,  if  necessary,  in  order  to  satisfy 
itself,  by  expert  inspection  of  the  Company’s  property 
C 
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and  accounts  and  at  the  Company’s  own  expense,  that 
the  terms  of  the  contracts  were  being  complied  with. 

Michoacan  Power  Company — These  bonds  were 
rendered  doubly  secure  by  a second  mortgage  being 
executed  in  their  favour  on  the  property  of  another 
company  doing  an  excellent  business. 

Michigan  United  Railways. — It  was  made  a con- 
dition of  this  Company’s  bond  issue  that  (i)  the  applica- 
tion of  the  proceeds  of  the  bonds  should  be  superintended 
by  an  English  engineer  appointed  by  the  Registry,  (2) 
that  no  bonds  should  be  issued  until  the  Registry  was 
satisfied  that  the  proceeds  of  those  previously  issued 
had  been  properly  applied,  and  (3)  that  no  new  bond  be 
created  unless  the  old  and  new  bonds  outstanding  are 
covered  at  least  twice  by  nett  earnings. 

Penmans,  Etd.,  Ronds. — Some  of  these  bonds  had 
already  been  sold  in  Canada  when  the  Registry  issued 
the  bulk  of  them.  Strict  provisions  w^ere  made  to  prevent 
Canadian  holders  from  depressing  the  price  of  these 
bonds  in  England.  The  bonds  have  since  proved  so 
advantageous  an  investment  that  ^380,000  of  them, 
or  95  % of  the  entire  issue,  are  now  held  by  the 
Registry’s  clients. 

The  above  examples  show  some  of  the  special 
precautions  taken  by  the  Registry  in  the  interests  of 
purchasers  before  making  its  issues,  and  indicate  how  the 
subsequent  progress  of  the  investments  is  superintended. 
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That  the  investments  issued  by  the  Registry  should 
always  sell  at  a fair  comparative  price  receives  the  closest 
attention.  Up  to  the  present  every  issue  which  the  Registry 
has  made  has  proved  a satisfactory  investment,  and  has 
well  maintained  its  market  value  ; while  on  four  occasions 
the  purchase  of  a considerable  block  of  stock,  originally 
issued  by  others,  has  proved  disadvantageous  to  the 
Registry’s  customers. 
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ALPHABETICAL  LIST  OF  CAPITAL  ISSUES 

MADE  BY 

THE  INVESTMENT  REGISTRY,  LTD.,  UP  TO  NOVEMBER,  1911. 

Want  of  space  prevents  full  particulars  of  these  issues  being  given 
here , and  this  List  should  be  taken  as  a rough  indication  only  of  the 
class  of  investments  which  the  Registry  creates . It  contains  all  the  issues 
which  the  Registry  has  made . The  prices  are  based  upon  the  latest 
transactions  at  the  beginning  of  November,  1911 . The  original  issue 
prices  are  given , so  that  the  steadiness  of  the  realisable  value  of  the 
issues  may  be  gauged.  Full  particulars  of  any  of  these  issues  will 
be  forwarded  on  application. 


Geographical 

Area. 

Name  of  Stock. 

Short  Particulars. 

America 

South 

Alagoas,  State  of, 
5%  Bonds. 

Secured  upon  certain  speci- 
ally hypothecated  revenues 
of  the  State.  Issued  in  de- 
nominations of  £100,  £50, 
£20.  Interest  payable  Jan- 
uary and  July  in  London. 
Registry’s  issue  price,  83. 
Nov.  1911  price,  89 — 91. 

Europe 

North 

Beck,  James  Cotton 
Spinning  Co.  5% 
Bonds. 

Secured  6 times  as  to  capital 
and  6 times  as  to  interest. 
Issued  in  denominations  of 
£ 26 . Interest  payable  March 
and  September  in  London. 
Registry’s  issue  price,  94. 
Nov.  1911  price,  94 — 96. 

America 

South 

Benedictine  Order, 
Rio  de  Janeiro,  5% 
Gold  Loan,  1909. 

Secured  twice  as  to  capital 
and  twice  as  to  interest 
on  freehold  property.  Issued 
in  denominations  of  £100, 
£50  and  £ 20 . Interest  pay- 
able July  and  January  in 
London.  Registry’s  issue  price, 
91.  Nov.  1911  price,  94 — 96. 
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Europe 

North 

Borst  Weaving  & 
Spinning  Co.  5% 
Bonds. 

Secured  5 times  as  to  capital 
and  5 times  as  to  interest. 
I ssued  in  denominations  of  £26 
gs.  4d.  Interest  payable  Jan- 
uary and  July  in  London. 
Registry’s  issue  price,  94. 
Nov.  1911  price,  95 — 97. 

British 

British  Coalite  Co., 
Ltd.  5 % Parti- 
cipating First  Mort- 
gage Debs. 

Secured  upon  Freehold  Land 
and  other  property  valued  at 
over  4 times  the  amount  of 
issue.  The  interest  is  de- 
posited with  the  Trustees 
in  advance.  Issued  in  denomi- 
nations of  £100,  £50,  £20. 
Interest  payable  January  and 
July  in  London.  Registry’s 
issue  price,  98.  Nov.  1911 
price,  97—99* 

International 

Cairn  Line  of 
Steamships,  Ltd. 

5 % Mortgage  De- 
bentures. 

Secured  3J  times  as  to  capital 
and  3 times  as  to  interest. 
Issued  in  denominations  of 
£100,  £50,  and  £20.  Interest 
payable  May  and  November. 
Registry’s  issue  price,  98. 
Nov.  1911  price,  98 — 100. 

(This  issue  was  originally 
made  for  £250,000;  it  has 
since  been  greatly  reduced 
in  amount.) 

Colonies 

Canada  Paint  Co. 

5 % First  Mortgage 
30-year  Gold  Bonds. 

Secured  4 times  as  to  capital 
and  6 times  as  to  interest. 
Issued  in  denominations  of 
£100.  Interest  payable  Jan- 
uary and  July  in  London. 
Registry’s  issue  price,  96. 
Nov.  1911  price,  96 — 98. 
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Europe 

South 

Cie.  Rouennaise  de 
Linoleum  5%  First 
Mortgage  Debs. 

Secured  5 times  as 
capital  and  3^  times  as 
to  interest.  Bonds  uncon- 
ditionally guaranteed  by 
Barry,  Ostlere  & Shepherd, 
Limited.  Issued  in  denomi- 
nations of  £100,  £50  and  £20. 
Interest  payable  April  and 
October  in  London.  Regis- 
try’s issue  price,  98. 

Part  still  on  sale  at  issue  price. 

Africa 

Gharbieh  Land  Co. 
of  Egypt  5%  First 
Mortgage  Deben- 
tures. 

Secured  on  freehold  agri- 
cultural land  twice  as  to 
capital  and  interest.  Issued 
in  denominations  of  £100,  £50 
and  £20.  Interest  payable 
June  and  December  in 
London.  Registry’s  issue 

price,  96.  Nov.  1911  price, 
97—99. 

Europe 

North 

C.  Grossmann,  Iron 
& Steel  Co.,  Ltd., 
5%  1st  Mortg.  Debs. 

Secured  2 i times  as  to  capital 
and  4 times  as  to  interest. 
Issued  in  denominations  of 
£100,  £50  and  £20  each. 
Interest  payable  June  and 
December  in  London.  Regis- 
try’s issue  price,  98. 

Part  still  on  sale  at  issue  price. 

Europe 

North 

Globe  Stores  of 
Switzerland  5%. 

Cum.  Pref.  Shares. 

This  issue  of  £100,000  has 
been  repurchased  by  a Syndi- 
cate of  Swiss  bankers  and  is 
now  held  in  Switzerland. 
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Europe 

North 

Julius  Heinzel, 
Ltd.  5%  ist  Mort- 
gage Bonds. 

Secured  7 times  as  to  capital 
and  9 times  as  to  interest. 
Issued  in  denominations  of 
£105  18s.,  £52  19s.,  and  £26 
9s.  6d.  Interest  payable  Jan- 
uary and  July  in  London. 
Registry’s  issue  price,  97. 
Nov.  1911  price,  96 — 98. 

British 

Carl  Hentschel, 

Ltd.  5%  ist  Mort- 
gage Deb.  Stock. 

Secured  4 times  both  as  to 
capital  and  interest.  Stock 
transferable  in  multiples  of 
£ 1 . Interest  payable  J anuary 
and  July  in  London.  Regis- 
try’s issue  price,  98.  Nov. 
1911  price,  96 — 98. 

Africa 

Sir  J.  L.  Hulett  & 
Sons,  Ltd.,  5%  ist 
Mortgage  Debs. 

Secured  3 times  as  to  capital 
and  5 times  as  to  interest. 
Issued  in  denominations  of 
£100  and  £50.  Interest  pay- 
able March  and  September  in 
London.  Registry’s  issue 
price,  97.  Nov.  1911  price, 
97—99- 

(This  issue  was  originally 
made  for  £100,000;  it  has 
since  been  augmented  to 
£300,000.) 

Internationa! 

Indo- China  Steam 
Navigation  5%  ist 
Mtg.  Debs. 

Secured  3 times  as  tc 
capital  and  twice  as  to  in- 
terest. Issued  in  denomina- 
tions of  £100,  £50,  and  £25. 
Interest  payable  June  and 
December  in  London.  Regis- 
try’s issue  price,  100.  Nov. 
1911  price,  93 — 96. 

(The  Registry  took  one-third 
of  this  issue  onlyj 
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Europe 

North 

J ohannesmuehle, 

Ltd.,  4^%  ist  Mtg. 
Debs. 

Secured  3J  times  as  to 
capital  and  6 times  as  to 
interest.  Issued  in  denomi- 
nations of  £50.  Interest  pay- 
able May  and  November  in 
London.  Registry’s  issue 
price,  95.  Nov.  1911  price, 
94 — 96xd. 

Colonies 

Keasbey  & Matti- 
son  5%  ist 

Mtg.  30-Year  Gold 
Bonds. 

Secured  5 times  as  to  capital 
and  2f  times  as  to  interest. 
Issued  in  denominations  of 
£100  and  £50.  Interest  pay- 
able March  and  September 
in  London.  Registry’s  issue 
price,  96. 

Part  still  on  sale  at  issue  price . 

Europe 

South 

Lecomte  & Depres, 
Ltd.,  5%  ist  Mtg. 
Debs. 

Secured  2J  times  as  to  capital 
and  7 times  as  to  interest. 
Issued  in  denominations  of 
frs.  500  (£20).  Interest  pay- 
able February  and  August  in 
France.  Registry’s  issue  price, 
18.  Nov.  1911  price,  17! — i8J. 

America 

Central 

Mexican  Telephone 
& Telegraph  Co. 

5 % ist  Mortgage 
Sinking  Fund  Gold 
Bonds. 

Secured  8 times  as  to  capital 
and  7 times  as  to  interest. 
Issued  in  denominations  of 
$1,000  (£ 200 ) and  $500  (£100). 
Interest  payable  June  and 
December  in  America.  Regis- 
try’s issue  price,  100.  Nov. 
1911  price,  100 — 102. 
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America 

Central 

Mexican  Telephone 
and  Telegraph  Co., 

5 % ist  and  Re- 
funding and  Exten- 
sion Gold  Bonds. 

Secured  2£  times  as  to  capital 
and  six  times  as  to  interest. 
Issued  in  denominations  of 
$1,000  (£200),  $500  (£100). 
Interest  payable  February 
and  August  in  America. 
Registry’s  issue  price,  95. 
Part  still  on  sale  at  issue  price . 

America 

Central 

Mexico  Tramways 
General  Consoli- 
dated ist  Mortgage 
50-Year  5%  Gold 
Bonds. 

Secured  4 times  as  to  capital 
and  5 times  as  to  interest. 
Issued  in  denominations  of 
$1,000  (£200),  $500  (£100)  and 
$100  (£2.0).  Interest  payable 
March  and  September  in 
London.  Registry’s  issue  price, 
90.  Nov.  191 1 price,  98^— 100^. 
(Only  part  of  this  issue  was 
taken  by  the  Registry.) 

America 

Central 

Michoacan  Power 
Co.  6%  ist  Mtg. 
Gold  Bonds. 

Principal  and  Interest  uncon- 
ditionally guaranteed  by 
Guanajuato  Power  Coy. 

Secured  twice  as  to 

capital  and  twice  as  to 
interest.  Issued  in  denomin- 
ations of  $1,000  (£200).  In- 
terest payable  January  and 
July  in  America.  Registry’s 
issue  price,  102.  Nov.  1911 
price,  100 — 102. 

America 

North 

Michigan  United 
Rlys.  5 % ist  and 
Refunding  30-Year 
Gold  Bonds. 

Secured  2^  times  as  to  capital 
and  twice  asto  interest.  Issued 
in  denominations  of  $1,000 
(£200),  $500  (£100),  and  $250 
(£50).  Interest  payable  May 
and  November  in  London. 
Registry’s  last  issue  price,  95^. 
Part  still  on  sale  at  officially 
quoted  price. 

(Over  £800,000  of  these  bonds 
have  been  sold  by  the  Registry 
and  exceptional  conditions  for 
the  control  of  the  Company’s 
working  were  therefore  made.) 
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Europe 

5outh 

Mortgage  Bank  of 
Hungary  4 % Ster- 
ling Gold  Bonds. 

A Hungarian  Trustee  Stock 
issued  in  1906  in  accordance 
with  Government  regulations, 
in  denominations  of  £100, 
£50,  and  £ 10 . Interest  pay- 
able January  and  July  in 
London.  Registry’s  issue 

price,  100.  Nov.  1911  price, 
97-99. 

Africa 

New  Egyptian  Co. 

5 % 1st  Mtg.  Debs. 

Secured  on  agricultural  lands 
twice  as  to  capital  and  3-^ 
times  as  to  interest.  Issued 
in  denominations  of  £100  and 
£50.  Interest  payable  Jan- 
uary and  July  in  London. 
Registry’s  issue  price,  96. 
Nov.  1911  price,  96 — 98. 

Europe 

North  German  Jute 

Secured  8 times  as  to  capital 

North 

Spinning  & W eavin  g 
Co.  5%  ‘Ostritz’ 
Mortgage  Debs. 

and  4 times  as  to  interest. 
Issued  in  denominations  of 
£50  each.  Interest  payable 
June  and  December  in 
London.  Registry’s  issue 

price,  101J.  Nov.  1911  price, 
100 — 103. 

America 

Oaxaca  (City  of) 

Secured  upon  the  City’s 

Centra! 

5%  State  Guar. 
Loan. 

revenues  and  unconditionally 
guaranteed  by  the  Federal 
State  of  Oaxaca.  Issued  in 
denominations  of  Mex.ft  1,000, 
Mex.$5oo  and  Mex.ftzoo. 
Interest  payable  January  and 
July  in  London.  Registry’s 
issue  price,  97.  Nov.  1911 
price,  96—98. 

1 
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Colonies 

Penmans  Ltd.  5% 

1st  Mtg.  Gold 
Bonds. 

Secured  2^  times  as  to  capi- 
tal and  4 times  as  to  interest. 
Issued  in  denominations  of 
$1,000  (£200),  $500  (£100) 

and  $too  {£20).  Interest 
payable  May  and  November 
in  London.  Registry’s  issue 
price,  96^.  Present  price, 

92 — 94xd.  (Only  part  of 
this  issue  of  $2,000,000  was 
originally  offered  by  the 
Registry,  but  nearly  the 
whole  of  it  has  since  been 
gradually  bought  up  by  the 
Registry  and  resold  to  its 
customers.) 

America 

San  Sebastian 
Nitrate  6 % Deben- 
tures. 

These  Debentures  were  sold 
to  the  customers  of  the 
Registry  at  100,  and  they  have 
since  been  redeemed  at  105. 

Europe 

South 

Szent-L  oerincz- 
Slatina-Nasici  Rly. 

5 % Cum.  Part. 

Prefs. 

The  Hungarian  Government 
works  and  maintains  this 
line.  Pref.  Shares  of  Kr.200 
(£8  6s.  8d.).  Interest  pay- 
able July  in  Budapest  and 
Vienna.  Registry’s  issue  price 
(cum  dividend),  96.  Nov. 
1911  price,  92 — 95xd. 

Europe 

South 

Sopron  - Pozsonyer 
Rly*  5%  Cum.  Part. 
Prefs. 

The  Hungarian  Government 
works  and  maintains  this  line. 
Pref.  Shares  of  Kr.200  each 
(£8  6s.  8d.).  Interest  payable 
July  in  Budapest.  Registry’s 
issue  price  (cum  dividend), 
95.  Nov.  1911  price,  92 — 
95xd. 

Europe 

South 

Temesvar  - Varjas 
Rly*  5%  Cum.  Part. 
Prefs. 

{The  full  dividend  on 
these  shares  is  not  yet 
paid  as  the  Railway 
is  new.) 

The  Hungarian  Government 
works  and  maintains  this  line. 
Pref.  Shares  of  Kr.200 
(£8  6s.  od.)  each.  Interest 
payable  February  and  August 
in  London.  Registry’s  issue 
price,  77.  Nov.  1911  price,  77 
—79* 
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America 

South 

Valparaiso  (Chile) 
Drainage  Co.  5% 
Debs. 

Secured  twice  as  to  capital 
and  interest.  Issued  in  deno- 
minations of  £100.  Inte- 

rest payable  March  and  Sep- 
tember in  London.  Nov.  1911 
price,  92 — 94xd.  (Only  part 
of  this  issue  was  taken  by  the 
Registry.) 

America 

North 

Whiting  Manufac- 
turing Co.  6 % 20- 
Year  Mtg.  Gold 
Bonds. 

Secured  upon  freehold  land 
and  timber,  valued  at 
£1,600,000  or  4 times  the 
amount  of  the  Bond  issue. 
Issued  in  denominations  of 
£100,  £50  and  £20.  Interest 
payable  March  and  Septem- 
ber in  London.  Registry’s 
issue  price,  98. 

Part  still  on  sale  at  issue  price. 

British 

Woking  Electric 

Supply  Co.  4J  % 
Deb.  Stock. 

Secured  2^  times  as  to  capital 
and  interest.  Transferable 
in  multiples  of  £1.  Interest 
payable  January  and  July  in 
London.  Registry’s  issue  price, 
96.  Nov.  1911  price,  96^ — 98^. 
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THE  CO-OPERATIVE  PRINCIPLE  APPLIED  TO  INVESTMENTS 


The  issues  made  by  the  Investment  Registry  are 
based  upon  truly  co-operative  principles  to  the  profit  of 
all  concerned  in  them. 

The  borrower  (the  enterprise  desiring  to  obtain 
fresh  capital)  is  brought  into  direct  contact  with  the 
Registry  without  the  intervention  of  intermediaries. 
The  Registry  is  always  able  to  obtain  the  requisite 
capital,  and  has  a great  experience  in  making  issues  of 
this  kind;  it  can  therefore  give  a conclusive  reply 
more  quickly  than  other  institutions  to  offers  made. 

Every  transaction  is  carried  through  on  a nett  cash 
basis,  and  as  there  are  no  attendant  expenses  the  terms 
offered  are  always  the  most  advantageous  the  borrowing 
enterprise  can  obtain.  Lastly,  the  Registry  can  nearly 
always,  if  necessary,  arrange  a re-construction  of  the  Loan 
or  an  increase  in  its  amount,  provided  that  adequate 
security  is  offered.  This  is  a point  of  the  utmost 
importance  to  a borrowing  enterprise  that  is  constantly 
expanding  in  scope,  and  is  an  advantage  not  offered  else- 
where. 

The  lender,  or  in  other  words,  the  purchaser  of  the 
Registry’s  issues,  finds  his  requirements  equally  well 
supplied.  Through  the  Registry  he  is  brought  more 
directly  into  contact  with  the  borrower  than  when  he 
subscribes  to  an  ordinary  public  issue.  No  matter  how 
small  an  amount  he  may  hold,  he  can,  if  he  wishes, 
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obtain  practically  first-hand  information  upon  any  point 
he  desires  explained.  His  enquiries  obtain  immediate 
attention,  as  every  important  fact  bearing  upon  his 
holding  is  recorded  by  the  Registry’s  Statistical  Depart- 
ment. ( Intending  investors  should  call  and  inspect  that 
Department' s files  in  order  to  realise  how  complete  they  are.) 

Throughout  the  whole  “life”  of  the  investment, 
the  purchaser’s  interests  are  constantly  watched,  and 
where  complications  arise,  safe-guarded  by  competent 
experts.  By  thus  representing  the  full  force  of  all  a 
security’s  holders,  the  Registry  renders  united  action 
effective  and  successful. 

Other  very  definite  advantages  which  the  purchaser 
of  the  Registry’s  issues  enjoys  are ; — That  the  parti- 
culars upon  which  he  decides  to  purchase  the  security 
are  authentic  and  reliable ; — the  price  he  pays  for  his 
investment  is  lower  than  that  he  would  pay  if  he  bought 
a similar  stock  elsewhere  ; — if  he  is  a shareholder  of  the 
Registry  he  is  usually  given  an  opportunity  of  pur- 
chasing below  the  issue  price ; — lastly,  the  market 
stability  of  his  investment  is  secured  by  the  manner  in 
which  each  issue  is  distributed  from  the  outset. 

The  Registry  is  sure  of  the  market  it  can  command 
for  any  security  it  issues  before  the  purchase  agreement 
is  drawn  up.  It  knows  its  clients’  requirements  and  can 
gauge  accurately  the  amount  of  the  stock  it  can  sell  and 
how  soon  the  whole  issue  will  be  placed.  The  Registry 
always  sells  for  cash  only ; it  can  therefore  pay  cash  for 
its  purchases.  The  expenses  of  investigating  and 
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placing  a stock  have  been  reduced  to  a minimum  under 
the  system  described ; the  Registry  can  therefore  pay  a 
comparatively  high  price  for  its  purchases,  make  a 
good  profit,  and  still  sell  them  at  a relatively  low 
figure. 

A stock  once  sold  is,  as  it  were,  always  a source  of 
revenue  to  the  Registry,  which  thereafter  enjoys  the  best 
chance  of  dealing  with  subsequent  transactions  in  it. 
As  the  most  conservatively  held  stock  usually  changes 
ownership  once  in  every  20  years,  the  Registry  is 
recouped  for  the  cost  of  constantly  superintending  every 
stock’s  progress. 

The  reader  can  now  realise  that  a complete  circle  of 
enterprise  is  created  by  the  system  described  in  the 
foregoing  notes.  That  circle  starts  with  the  borrowing 
enterprise,  and,  passing  through  the  medium  of  the 
Registry,  links  up  with  the  holders  of  the  stock  at  its 
maturity.  The  interests  of  all  parties  concerned  have 
been  combined  on  co-operative  principles.  Under  these 
circumstances  the  results  obtained  rarely  fail  to  be  quite 
satisfactory  to  all. 


THE  ADVANTAGES  OFFERED  TO  INVESTORS. 


The  Registry’s  own  capital  issues  offer  the  following 
advantages  to  investors  : — 

1.  The  particulars  describing  the  investment  are 
presented  in  a short,  concise  and  clear  form,  free  from 
ambiguity,  and  intending  purchasers  can  check  them  by 
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reference  to  the  original  sources  from  which  they  are 
exclusively  drawn. 

2.  The  price  paid  for  the  investment  is  compara- 
tively lower  on  account  of  the  special  facilities  for  issue 
which  the  Registry  commands,  than  that  which  would 
have  to  be  paid  for  another  security  of  a similar 
quality  in  the  same  investment  area. 

3.  A permanent  and  satisfactory  market  for  the 
investment  is  assured  through  the  manner  in  which  it  is 
distributed  among  permanent  holders  who  have  all  paid 
approximately  the  same  price  for  it. 

4.  The  progress  of  the  investment  is  under  constant 
supervision,  and  holders  of  it  can  obtain  any  desired 
information  at  any  time  by  application  to  the  Registry. 
In  case  of  difficulty  the  individual  holder’s  interest  is 
protected,  conjointly  with  those  of  all  other  holders, 
through  the  medium  of  the  Registry. 

Those  purchasers  of  the  Registry’s  issues  who  have 
adopted  the  principle  of  Geographical  Distribution  of 
Capital  enjoy  the  further  element  of  safety  that  only  a 
small  portion  of  their  capital  is  invested  in  any  one 
country  and  security  and,  therefore,  in  case  of  misfortune, 
only  that  small  portion  of  it  is  affected.  There  is  this 
further  advantage  that  a portion  of  the  invested  capital 
can  almost  with  certainty  be  sold  without  a loss  at 
any  time. 

Investors  are  most  cordially  invited  fully  to  verify 
the  above  enumeration  of  advantages  which  the  issues  of 
the  Registry  offer,  either  by  asking  questions  in  writing 
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or  preferably  by  calling  at  the  Registry’s  offices,  by 
appointment  previously  made  for  them  by  the  Company 
with  one  of  the  heads  of  the  departments. 

It  is  the  Registry’s  desire  that  its  clients  should  take 
nothing  for  granted,  and  that  they  should  make  the 
closest  investigation.  Without  such  inquiry  clients 
might  feel  inclined  to  regard  the  statements  made  by  the 
Registry  in  the  light  of  ordinary  business  announcements, 
and  discount  them  accordingly.  A personal  and  close 
investigation  will  conclusively  prove  that  no  such 
discount  should  be  taken  off  the  statements  made  in  this 
book. 


D 
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APPENDIX. 

i.— Creating  anb  flDarfcetmo  Securities. 


Buying 

Securi- 

ties. 


Issue  of 
Prospec- 
tuses. 


Under- 

writing 

Capital 

Issues. 


Stock  Exchange  securities  are  acquired  either  direct  from  those 
who  issue  them,  as  soon  as  created,  or  by  a purchase  in  the  market 
at  some  later  date.  When  securities  are  first  issued  a Prospectus  is 
usually  published  setting  forth  the  terms  and  conditions  on  which 
the  issue  is  made.  In  some  instances  no  Prospectus  is  drawn  up,  and 
then  the  security  is  privately  disposed  of. 

Prospectuses  relating  to  stocks  issued  by  Companies  registered 
under  British  law  must  be  drawn  up  in  accordance  with  certain  legal 
regulations  and  contain  certain  specific  information.  Those  which 
refer  to  enterprises  established  under  Colonial  or  Foreign  Laws  are  not 
subject  to  such  rules,  and  must  therefore  be  treated  like  any  ordinary 
offer  of  goods  or  other  property  for  sale.  Unless  a Prospectus  is 
very  clear  and  concise,  it  is  extremely  difficult  to  appreciate  fully 
the  nature  and  scope  of  the  security  offered.  The  Investor  should 
never  apply  for  stock  offered  in  a Prospectus  unless  he  has  completely 
understood  and  weighed  every  detail  of  it,  and  then  only  when  he 
finds  that  the  Prospectus  furnishes  information  upon  every  important 
point  in  connection  with  the  investment. 

Some  issues  are  offered  to  the  public  on  the  “ off-chance  ’ ’ oi 
being  taken  up.  The  success  of  other  issues  is  ensured  from  the 
outset  in  the  following  way: — A number  of  persons  guarantee,  in 
consideration  of  a fee,  to  take  up  that  portion  of  the  issue  which  the 
public  does  not  apply  for.  The  guarantors  are  termed  “ underwriters  ’’ 
and  the  fee  they  receive  “underwriting  commission.’ ’ It  is  far 
safer  to  hold  part  of  an  issue  lor  which  the  public  has  entirely 
subscribed  than  part  of  one  in  which  the  underwriters  had  to 
participate.  Investors  buy  to  hold,  the  underwriters  are  only 
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speculative  purchasers,  and  therefore  their  operations  frequently 
render  the  subsequent  selling  price  of  an  issue  precarious.  That 
part  of  an  issue  which  has  not  been  sold  when  the  Prospectus  was 
first  issued  is  kept  in  abeyance  or  privately  sold. 

Dealings  in  the  stock  offered  frequently  take  place  on  the  Stock  Special 
Exchange  simultaneously  with  the  appearance  of  a prospectus,  Day!^^ 
especially  when  the  issue  has  been  underwritten.  The  ordinary 
investing  public  rarely  takes  part  in  these  dealings,  the  object  of  which 
is  to  prepare  a market  for  the  security  offered.  Most  of  these 
transactions  are  entered  into  for  completion  on  a special  Settling  Day, 
which  can  only  be  appointed  by  the  Committee  of  the  Stock 
Exchange,  failing  which,  these  bargains  become  null  and  void. 

After  an  issue  has  been  allotted  (which  means,  that  the  offers  from  Grantin 
applicants  to  take  up  the  stock  have  been  accepted,  and  the  stock 
is  accordingly  divided  among  them),  particulars  relating  to  the  issue  tions 
are  lodged  with  the  Committee  of  the  Stock  Exchange  if  a Special 
Settling  Day  and  an  Official  Quotation  are  desired.  The  Committee 
examines  such  particulars,  and  if  they  are  found  in  order  and  a sufficient 
number  of  purchasers  have  taken  up  the  issue,  grant  a special  Settling 
Day  and  an  official  quotation,  or  only  the  former. 

The  Committee’s  examination  does  not  include  any  inquiry  safety 
into  the  prospects,  safety,  or  desirability  of  any  issue.  A special  of  Issue. 
Settling  Day  means  no  more  than  an  order  given  by  the  Committee  of 
the  Stock  Exchange  declaring  that  all  bargains  are  to  be  completed  on 
a certain  day— an  Official  Quotation,  no  more  than  that  the  price  of 
the  stock  is  inserted  in  the  list  of  prices  issued  daily  by  the  authority 
of  the  Stock  Exchange  Committee. 

British  Stock  Exchanges  are  not  in  any  way  controlled  by 
Government,  and  the  word  “ official  ” in  connection  with  the  quotation 
simply  means  “ sanctioned  by  the  Committee  ” of  the  Exchange 
concerned. 

Official  Quotations  and  Marks  of  Business  Done. 


It  is  often  supposed  that  the  prices  published  in  the  Stock  Fixing 
Exchange  Official  List  invariably  refer  to  actual  transactions.  This 
is  by  no  means  always  the  case.  At  a specified  hour  every  day  all 
Members  interested  in  the  quotation  of  stocks  attend  and  insist  upon 
prices  in  respect  of  them  being  published  which  they  consider  to  be  in 
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their  interest,  and  the  prices  are  fixed  without  reference  to  actual 
transactions  which  have  previously  taken  place.  Whenever  a dispute 
arises  between  Members  as  to  the  quotation  to  be  fixed  the  Member 
naming  the  final  quotation  must  be  prepared  to  deal  at  the  price 
he  insists  upon,  but  it  is  not  necessary  that  actual  business  should 
take  place  at  the  final  price.  The  result  is  that,  although  no  actual 
business  in  a stock  may  have  been  transacted,  there  may  be  several 
points  difference  between  the  quoted  price  so  recorded  and  that  pub- 
lished on  the  previous  day. 

The  London  Stock  Exchange  List  gives  two  prices : the  lower, 
that  at  which  Members  might  be  prepared  to  purchase,  and  the  higher, 
that  at  which  they  might  be  prepared  to  sell.  The  difference  between 
the  two  prices  is  supposed  to  represent  the  profit  of  the  Member  who 
acts  as  the  Dealer,  but  it  rarely  does  so,  as  actual  transactions  often 
take  place  above,  below,  or  within  the  published  prices. 

The  price  of  every  actual  bargain  can  be  entered  in  a column  of 
the  list  headed  Business  Done.  In  this  column,  however,  no  indica- 
tion is  given  as  to  the  actual  quantity  of  a stock  that  has  changed 
hands,  nor  whether  the  public  has  bought  or  sold  at  the  price  marked. 
These  marks  of  “ Business  Done”  are  held  in  great  respect  by  the 
uninitiated,  who  regard  them  as  giving  an  indication  of  the  attitude 
currently  adopted  by  the  investing  public  towards  the  securities  con- 
cerned. This  idea  is  erroneous  as  any  number  of  such  “ marks  ” can 
be  recorded  which  may  relate  solely  to  transactions  among  stock 
manipulators,  who  need  not  be  members  at  all.  This  can  happen 
without  any  buying  or  selling  of  the  stock  among  the  general  investing 
public  having  occurred. 

Some  investors  believe  that  stocks  can  always  be  purchased  or  sold  at 
or  near  the  official  quotation,  and  that  the  official  quotations  offer  good 
indications  of  an  investment’s  progress.  In  those  instances  in  which  the 
securities  quoted  are  large  issues  that  have  not  attracted  the  speculator 
for  the  time  being,  this  idea  is  correct  to  a certain  extent.  Exceptions 
to  the  rule,  however,  occur  so  often  and  sometimes  so  unexpectedly, 
that  it  is  not  safe  to  rely  upon  it.  It  is  also  believed  in  some  quarters 
that  an  official  quotation  ensures  the  right  price  being  paid  or  received 
on  every  transaction.  This  is  not  quite  correct,  for  it  frequently 
happens  that  stock  is  procurable  below  the  official  quotation  or  is 
saleable  above  it  without  the  quotation  being  altered.  Thus  a mere 
comparison  between  the  actual  price  realised  and  the  official  quotation 
is  not  always  a true  guide. 
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The  quotation  is  solely  a record  of  past  conditions,  and,  as 
such,  does  not  indicate  future  developments.  Indeed,  it  is  only 
when  there  is  a constant  stream  of  buyers  and  sellers  for  any 
stock  that  a record  of  past  transactions  in  it  can  indicate  the  pro- 
bable price  at  which  a future  transaction  may  be  made.  A security 
that  can  be  dealt  in  at  a price  corresponding  closely  with  that  of  the 
last  transaction  in  it,  commands  what  is  called  a “ free  market  ” which 
is  only  possible  in  cases  where  there  are  constant  buyers  and  sellers. 

Safe  investments  change  hands  infrequently.  They  have  been 
bought  to  hold  and  not  to  be  sold  soon  after ; therefore,  safe  investments 
in  which  there  is  no  speculative  movement  can  only  rarely  command 
what  is  called  a “free  market.”  The  maintenance  of  such  a “free 
market”  for  a stock  depends  upon  frequent  buying  and  selling,  and 
not  upon  the  nature  of  the  stock  itself.  The  fashion  in  speculation 
is  constantly  changing ; thus,  the  free  market  of  this  week  frequently 
becomes  the  stagnant  market  of  next,  and  therefore  no  investor  can 
ensure  that  his  holding  will  command  a free  market  for  any  length  of 
time.  Consols  are  a noteworthy  exception  to  this  rule.  They  usually 
command  a free  market  because  Bankers  constantly  deal  in  them,  not 
for  speculative  purposes,  but  as  a temporary  outlet  for  spare  cash. 

A purchaser  of  an  officially  quoted  security  has  no  certainty  that 
the  quotation  for  his  stock  will  continue.  The  Stock  Exchange 
Committee  can  stop  it  at  any  time,  and  does  so,  when  for  a period  no 
transactions  in  that  stock  take  place.  Neither  the  size  of  the  stock 
nor  its  quality  alter  this  fact,  and  in  this  way  the  official  quotation  for 
such  important  issues  as  Kr.  57,550,700  Danish  Government  3^  per  cent. 
Internal  Debt,  and  ^3,200,000  Ottoman  Railway  of  Anatolia  Bonds 
(Series  I.),  and  very  many  others  have  been  removed  from  the  list. 

There  are  miscellaneous  securities  of  well-established  under- 
takings to  the  value  of  over  ^40,000,000,  for  which  an  Official  Quotation 
on  the  London  Stock  Exchange  was  granted,  but  which  were  subse- 
quently removed  from  the  Official  List,  because  no  business  had  ever 
been  “marked”  in  them  since  the  quotation  was  granted.  On  the 
other  hand  there  are  many  cases  such  as  the  shares  of  the  Junior 
Army  and  Navy  Stores,  Limited,  that  have  never  been  officially  quoted, 
but  the  shareholders’  names  fill  two  large  volumes,  and  there  is 
at  no  time  any  difficulty  in  disposing  of  the  shares.  Many  millions  of 
pounds  sterling  are  similarly  held  by  investors  in  securities  which  do 
not  have  an  official  quotation,  although  they  are  so  widely  held  that  it 
has  been  necessary  for  the  Stock  Exchange  Committee  to  include 
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particulars  of  these  securities  in  its  “ Stock  Exchange  Official 
Intelligence,”  which  it  annually  publishes. 

The  above  facts  will  tend  to  explain  the  true  nature  of  an  Official 
Quotation,  and  that  the  holders  of  a security  and  not  the  quotation 
create  and  maintain  a market  for  it,  also  that  the  mere  tact  that  an 
official  quotation  has  been  granted  is  no  insurance  that  a security  will 
be  readily  saleable  at  any  time. 

The  Committee  of  the  London  Stock  Exchange  has  always  used 
its  best  endeavours  to  make  its  Official  List  and  its  Marks  of  Business 
Done  what  the  investing  public  supposes  them  to  be ; but,  like  the 
laws  made  for  the  protection  of  investors,  their  regulations  have  so 
far  not  met  with  full  success.  The  Official  List  will  have  to  be 
reorganized  and  amplified  before  the  investing  public  can  regard  it 
as  a reliable  guide  to  the  actual  transactions  which  take  place. 

If  it  were  made  compulsory  to  registei  every  bargam,  and  then  to 
publish  subsequently  the  number  of  bargains,  the  total  amount  dealt 
in,  and  the  average  price  realised  in  respect  of  every  stock  and 
every  day’s  business,  this  record  would  be  invaluable.  At  present  the 
registration  of  bargains  is  voluntary,  and  the  fixing  of  the  final  pub- 
lished quotation  is  arbitrary.  As  a result  only  very  few  bargains  are 
“marked,”  and  when  they  are  “ marked’’  it  is  mostly  with  a special 
object,  so  that  neither  the  “marks  ” nor  the  official  quotation  are  a 
true  guide  to  what  has  taken  place. 
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Stocks  and  shares  after  they  have  been  created  change  hands 
practically  in  the  same  manner  as  all  other  commodities,  and 
the  markets  in  them  follow  the  same  rule.  Staple  articles 
like  iron,  coal,  wheat,  cotton,  See.,  constantly  change  hands, 
and  therefore  necessarily  enjoy  a “free  market.”  The  sale  ot 
such  articles  as  timber,  hides,  chemicals  and  the  like,  on  the  other 
hand,  is  a matter  of  negotiation.  In  the  Stock  markets  Consols,  for 
the  reasons  previously  stated,  and  securities  in  which  speculation  is 
rife,  belong  to  the  former  class,  and  all  other  securities  to  the  latter. 

In  nearly  every  case  in  which  a stock  is  likely  to  attract  purchasers 
by  reason  of  its  quality  or  special  characteristics,  one  or  more  persons 
make  it  their  special  business  to  act  as  intermediaries  between  buyers 
and  sellers.  This  applies  equally  to  stocks  that  are  officially  quoted 
and  to  those  that  are  not.  Sometimes  it  happens  that  an  intermediary 
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of  this  kind  devotes  his  attention  exclusively  to  one  security  ; in  other 
instances,  he  is  found  to  deal  in  several.  A person,  or  group  of 
persons,  acting  in  this  intermediary  capacity,  is  described  in  Stock 
Exchange  parlance  as  a “ shop  ” for  the  stock. 

The  intermediary  need  not  be  a Jobber,  ora  member  of  the  Stock 
Exchange,  nor  connected  with  these  callings;  frequently  the  house 
which  has  originally  issued  the  security,  the  secretary  of  the  Company 
that  created  it,  the  foreign  bank  that  cashes  the  interest  coupons,  or 
one  or  more  large  holders  of  the  stock,  who  transact  such  business  is 
the  intermediary.  The  goodwill  of  a Jobber’s  business  consists  solely 
in  the  fact  that  the  Brokers  and  others  likely  to  deal  in  a certain  stock 
know  that  he  is  the  “ shop  ” for  that  particular  stock,  that  is,  a person 
who  is  prepared  to  do  business  in  it. 

The  stock-in-trade  of  a person  constituting  himself  a ‘‘shop”  for 
a particular  security  consists  in  his  being  acquainted  with  (a)  the 
Directors  and  Managers  of  the  concern  that  created  it,  so  that  he  may 
command  “first  hand”  information  regarding  its  progress  ( b ) a 
number  of  its  actual  holders  in  order  that  when  necessary  he  can  either 
buy  or  borrow  the  stock  from  them,  and  (< c ) a bank  or  financier  willing 
in  case  of  need,  to  provide  the  money  required  to  enable  him  to 
take  up  the  stock. 

As  the  fact  that  he  deals  in  a certain  security  is  generally  known, 
the  bargains  in  it  are  brought  to  him  direct,  for  he  can  always  put  his 
hand  on  a certain  quantity  of  it  when  required,  and,  since  he  can 
always  finance  any  purchase  that  he  has  not  immediately  resold,  no 
unforeseen  occurrences  can  lead  to  difficulties  arising.  He  enjoys,  too, 
an  additional  safeguard  against  the  latter  eventuality  through  his 
acquaintance  with  the  Directors  and  Managers  of  the  enterprise 
concerned,  thus  receiving  constant  and  early  information  as  to  new 
developments. 

The  list  of  the  proprietors  of  every  investment  changes  entirely  at 
least  once  in  every  twenty  years,  and  generally  the  period  is  shorter. 
These  changes  are  induced  by  the  exigencies  that  cause  investors  to 
realise  some  part  of  their  holdings,  and  produce  a steady  and  constant 
stream  of  business  for  the  “shop”  of  every  sound  stock.  This 
business,  coupled  with  the  other  advantages,  already  enumerated, 
which  a well  conducted  “shop”  enjoys,  proves  highly  profitable 
and  non-speculative,  and  for  this  reason  is  eagerly  sought. 

Some  time  after  a sound  new  issue  has  been  entirely  placed 
competition  to  become  the  “shop”  in  it  ensues,  and  Issuing 
Houses  and  Foreign  Banks  who  combine  stock  dealing  with  their 
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ordinary  business  jealously  exclude  intruders.  If  any  such  institution 
ceases  to  act  as  the  * * shop  ” in  a certain  security,  there  are  always 
many  people  ready  to  take  its  place. 

In  every  sense  the  above  explanation  applies  equally  to  securities 

officially  quoted  and  to  those  which  have  no  official  quotation.  There 

is  not  a single  good  investment  security  in  existence  which  is  well  dis- 
tributed among  a large  number  of  holders  that  has  not  its  “shop,” 
and  this  rule  applies  internationally. 

On  the  Berlin  Stock  Exchange,  the  creation  of  a “shop  ” for  a 
quoted  security  is  not  left  to  chance,  but  simultaneously  with  the 
granting  of  the  quotation  a person  is  officially  appointed  to  be  the 
“shop”  for  that  particular  security,  and  all  bargains  done  on  the 
Exchange  in  that  stock  must  be  referred  to  him.  All  those  Govern- 
ments who  are  anxious  to  maintain  a good  market  for  their  issues, 
appoint  or  subsidise  “shops”  in  all  those  countries  where  their 
securities  are  dealt  in.  The  Directors  and  Managers  of  companies 
wishing  to  look  after  the  interests  of  their  shareholders  facilitate  the 
maintenance  of  u shops  ” for  their  issues.  In  England  this  is  not  done 
officially,  but  privately  by  the  Directors  themselves.  Foreign  Banks 
almost  invariably  maintain  the  “ shop  ” for  their  securities. 

It  is  in  the  best  interest  of  the  holders  of  every  security  that 
a really  well-managed  “shop  ” for  their  stocks  should  permanently  exist. 
For  the  want  of  efficient  arrangements  the  markets  in  some  securities 
are  indifferently  cared  for,  to  the  great  inconvenience  of  the  holders. 
Investments  which  are  held  in  large  blocks  and  in  which  few  are 
interested  naturally  have  no  “shop,”  as  their  changes  of  ownership 
are  rare.  It  only  then  pays  to  maintain  a “ shop  ” in  a security,  when 
it  is  held  by  a large  number  of  people. 

For  Investors  who  prefer  to  take  little  care  of  their  investments  an 
official  quotation  proves  of  some  advantage,  as  they  can  lean  upon  it 
instead  of  guiding  their  investment  policy  by  accurate  information, 
but  in  most  cases  they  find  this  a rather  costly  privilege.  Holders  ot 
quoted  securities  learn  from  the  quotations  approximately  what  their 
investments  may  realise.  This  information  holders  of  unquoted 
securities,  on  the  other  hand,  discover  either  by  making  application 
themselves  to  the  “ shop  * ’ for  their  stocks,  thus  saving  intermediate 
expenses,  or  by  instructing  their  brokers  or  bankers  to  apply  to  the 
shop  ’ on  their  behalf. 
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To  discover  the  “ shop  ” in  any  security  is  far  easier  than  private 
investors  imagine.  Active  brokers  can  find  it  out  on  the  shortest 
possible  notice,  and  if  any  investor  should  at  any  time  experience  the 
slightest  difficulty  in  ascertaining  the  “ shop  ” for  any  of  his  holdings, 
no  matter  of  what  kind,  class,  or  country  they  may  be,  the  Advisory 
Department  of  the  Investment  Registry  will  be  pleased  to  discover  it 
for  them.  When  enquirers  on  points  of  this  kind  are  already  sub- 
scribers to  the  services  of  that  Department,  no  special  fee  will  be 
charged.  In  the  case  of  non-subscribers,  the  fee  for  this  work  will  be 
very  moderate. 

Some  of  the  Investment  Registry’s  clients  have  expressed  a 
fear  that  if  the  Registry  should  at  any  time  cease  to  do  business,  the 
market  in  its  own  capital  issues  would  thereby  become  extinct.  The 
details  given  above  will  show  them  clearly  that  their  fear  is  entirely 
unfounded,  and  that  the  mere  fact  of  being  the  ‘ ‘ shop  ’’for  a large 
number  of  issues  forms  one  of  the  Registry’s  most  valuable  assets ; 
for,  in  case  of  liquidation,  these  could  be  split  up  into  individual 
“ shops’ ’ for  each  issue  and  the  goodwill  of  every  one  of  them  sold 
for  high  prices. 

The  value  of  the  goodwill  of  a ‘‘shop”  in  a security  depends 
upon  the  number  of  investors  who  hold  the  security  and  on  its  quality. 
The  more  holders,  the  more  frequent  are  changes  in  proprietorship 
and  consequent  profits  to  the  “ shop.”  The  individual  transactions  are 
then  also  comparatively  small,  which  reduces  the  risks  of  the  “ shop.” 
All  the  capital  issues  of  the  Registry  enjoy  ideal  conditions  in  this 
respect. 

There  are  few  firms  of  Stockdealers  who  own  the  goodwill 
of  more  than  ten  issues,  and  those  which  have  so  many  at  their 
command  make  a large  and  steady  income  and  maintain  a 
business  of  an  entirely  non-speculative  character.  Through  being  the 
“ shop  ” in  so  large  a number  of  securities  the  Registry  has  been 
enabled,  in  some  years,  to  turn  over  its  capital  upwards  of  50  times  in 
a single  year.  It  is  largely  owing  to  this  fact  that  the  Registry  has 
succeeded  in  making  such  steady  and  progressive  annual  profits. 
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Any  corporate  body,  which  in  the  eye  of  the  law  is  “ a legal 
person,”  can  issue  Stock  Exchange  securities  ; a private  person  or  firm 
cannot  well  do  so,  because  death,  alteration  in  partnership  or  other 
causes  can  alter  its  constitution,  and  this  might  affect  the  securities 
created.  Those  corporate  bodies  which  are  not  constituted  for  the 
purpose  of  making  profits,  and  are  mainly  administrative,  such  as 
States,  Corporations,  and  Municipalities,  raise  Capital  on  loans.  To 
the  lenders  they  give  Bonds  or  Debentures  which  bear  a fixed 
rate  of  interest  as  the  acknowledgment  of  the  Debt.  Those 
Corporations  or  Companies  which  are  constituted  for  making  profits 
issue  Shares  in  their  undertakings,  and  the  Capital  thus  obtained 
is  described  as  the  Share  Capital.  They  also  raise  Capital  by  loans 
against  which  they  issue  Bonds  or  Debentures.  The  Capital  raised  in 
this  way  is  described  as  the  Mortgage  Capital. 

In  respect  of  the  Share  Capital  varying  classes  of  Shares  can  be  issued 
such  as  guaranteed,  preferred,  preferred  ordinary,  ordinary,  deferred 
and  other  Shares,  every  one  of  which  enjoys  special  rights  and 
privileges  which  are  definitely  fixed  by  the  Articles  of  Association 
(partnership).  In  respect  of  the  Mortgage  Capital  various  classes  of 
Bonds  or  Debentures  can  also  be  issued,  such  as  Prior  lien,  first, 
second,  third,  redeemable,  irredeemable,  income,  and  other  Bonds  and 
Debentures  and  these  rank  in  accordance  with  the  terms  on  which 
they  have  been  created. 

Stock  Exchange  securities  thus  fall  naturally  into  two  main  groups  : 
Bonds  and  Debentures  into  the  one,  and  shares  of  all  classes  into  the 
other. 

The  holders  of  Bonds  or  Debentures  are  lenders  of  Capital  and 
beyond  their  right  to  the  security  which  they  hold  lor  their  loans,  and 
to  the  receipt  of  their  principal  and  interest  on  specified  dates,  they 
have  no  stake  in  the  enterprise  that  issued  their  securities.  Whenever 
their  interest  is  not  paid  regularly  or  their  Capital  is  not  returned  as 
agreed,  they  can  cause  the  assets  to  be  realised,  the  concern  to  be  wound 
up,  if  necessary,  and  their  due  paid  to  them  out  of  the  proceeds  of  sale. 
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The  holders  of  Shares  of  any  kind  are  the  owners  of  the  enterprise 
that  created  such  Shares,  and  are  debtors  to  the  Bond  or  Debenture 
holders  to  the  extent  of  their  interest  in  the  concern  ; therefore,  while 
Bond  or  Debenture  holders  are  entitled  to  receive  their  Income 
and  Capital  in  any  event,  the  prosperity  or  misfortunes  of  the 
undertaking  influence  the  safety  of  the  Capital  invested  in  Shares 
and  the  Income  produced  by  them. 

Bonds  and  Debentures. 

As  used  in  describing  Capital  Issues  the  terms  Bond,  Debenture, 
Debenture  stock  all  have  the  same  meaning,  and  signify  definite 
portions  (every  one  of  which  can  be  sold  separately)  of  a charge 
or  lien  created  upon  property  or  rights  of  some  kind.  At  the  outset 
the  amount  of  each  separately  transferable  portion  is  definitely 
settled.  Such  amount  is  called  the  denomination,  and  may  be  any 
multiple  of  the  unit  of  a country’s  currency.  The  rights  of  each 
Bond,  Debenture  or  multiple  of  Debenture  stock  in  respect  of  the 
property  mortgaged  are  identical  except  as  to  amount,  and  they  are 
therefore  described  as  ranking  pari  passu  (of  equal  rank)  with  each 
other. 

The  terms  mortgage,  charge  or  lien  signify  a grant  or  pledge 
of  any  kind  of  property  or  rights  given  as  security  for  the  payment  of 
the  principal  and  interest  of  a debt.  When  the  Bond  or  Debenture 
holders  are  given  no  specific  mortgage  for  their  Capital  and 
Income,  each  one  of  them  stands  in  a diiect  relation  as  creditors 
to  the  creator  of  the  Bonds  or  Debentures  (the  State,  Municipality  or 
Company)  and  the  conditions  of  the  loan  are  defined  for  both  parties 
on  the  Bonds  or  Debentures. 

When  a specific  property  or  right  has  been  mortgaged,  it  is  usually 
vested  in  trustees.  The  deed  appointing  them  provides  that  no  other 
Mortgage,  Bond,  Debenture  or  Charge  can  be  created  to  rank  before 
or  equally  with  these  Bonds  or  Debentures,  except  with  the  consent  of 
their  holders.  Only  the  Trustees  can  without  such  consent  create 
a charge  in  front  of  Debentures,  so  constituted,  for  the  purpose  of 
raising  money  to  preserve  the  mortgaged  property.  This  procedure 
must  be  sanctioned  by  a court  of  law. 

The  trustees  may  be  the  company  or  corporation  itself,  in  which 
case  the  property  constituting  the  security  can  only  be  dealt  with  upon 
the  terms  upon  which  the  Bonds  or  Debentures  have  been  issued. 
Where  trustees  outside  the  concern’s  directorate  or  officials  are 
appointed  (which  is  the  more  usual  practice),  the  property  is  held 
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in  thei  names  ot  such  trustees  and  they  are  empowered  to  deal  with  it, 
according  to  the  provisions  of  the  deed  appointing  them.  These  terms 
and  conditions  vary  according  to  the  needs  of  each  particular  case. 
Sometimes  they  are  embodied  in  a single  document,  called  the 
Trust  Deed,  sometimes  in  various  documents.  The  latter  plan  is 
more  common  when  the  house  making  the  issue  intends  to  superintend 
the  progress  of  the  security.  The  Issuing  house  means  the  firm  which 
settles  the  terms  upon  which  the  Bonds  or  Debentures  are  created, 
buys  or  takes  on  commission  the  securities  so  created  and  then  sells 
them  to  investors. 

The  Trustees  occupy  legally  the  position  of  the  actual  lenders, 
because  they  represent  all  the  Bond  or  Debenture  holders  com- 
bined. The  contract  entered  into  between  them  and  the  creators 
of  the  Bonds  or  Debentures,  who  are  the  borrowers,  specifies  exactly 
the  terms  upon  which  the  issue  is  made,  as,  for  example:— The 
rate  of  interest  to  be  paid,  and  the  dates  of  its  payment — 
when  and  how  the  Bonds  are  to  be  redeemed  (the  borrowed 
capital  to  be  repaid  to  the  lenders)  — the  kind  of  fund  to  be 
created  for  paying  off  the  Debentures  or  Bonds,  and  how  this 
sinking  fund  must  be  administered  — the  manner  in  which  the 
property  mortgaged  as  security  can  be  exchanged  for  other  property — 
how  the  property  must  be  maintained,  increased  or  can  be 
diminished  from  time  to  time — the  extent  of  the  trustees’  supervision 
of  the  mortgaged  property — how  the  rights  of  the  Bond  or  Debenture 
holders  can  be  enforced — the  rights  of  each  individual  holder,  and  how 
all  of  them  can  act  in  concert  should  a default  occur. 

Ordinarily  the  Trustees  and,  in  special  cases  like  that  mentioned 
above,  the  issuing  house,  are  the  only  persons  or  firm  who  can  enforce 
the  due  performance  of  the  stipulated  conditions.  Unfortunately, 
the  fees  paid  to  Trustees  are  often  so  small  that  they  do  not  com- 
pensate them  for  the  work  entailed,  which  perhaps  accounts  for  the 
fact  that  the  provisions  of  many  trust  deeds  are  by  no  means  strictly 
enforced ; consequently,  if  default  occurs,  the  Bond  or  Debenture 
holders  often  find  themselves  placed  in  a highly  unsatisfactory  position 
which  could  have  been  avoided  if  their  rights  had  been  properly 
protected  from  the  outset. 

The  Investment  Registry,  Limited,  makes  strict  provision  in  its 
contracts  to  protect  the  interests  of  those  who  purchase  its  capital 
issues,  and  adds  additional  weight  to  its  precautions  where  necessary, 
by  reserving  the  right  to  nominate  a director  upon  the  board  of  the 
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company  creating  the  issue.  Thereafter  it  watches  the  progress  oi 
the  undertaking  in  the  Bond  or  Debenture  holders’  interests. 

The  Bond  or  Debenture  holder,  being  a lender  of  money,  is 
entitled  to  receive  his  interest  regularly,  to  have  his  bonds  redeemed 
at  maturity  (have  the  loan  repaid  at  the  agreed  date),  and  the 
security  for  the  capital  he  has  lent  should  remain  unimpaired.  The 
fulfilment  of  these  requirements  can  be  depended  upon  with  certainty 
only  when  the  property  forming  the  security  mortgaged  is  more 
valuable  than  the  loan  made,  at  the  time  of  its  issue.  It  is  equally 
essential  that  the  property  should  be  maintained  at  the  same  value 
during  the  whole  term  for  which  the  loan  is  current.  It  frequently 
happens  that  loans  are  created  and  Bonds  issued  without  this  con- 
dition being  provided  for.  The  risk  of  holding  Bonds  issued  under 
such  circumstances  is  naturally  considerable. 

So  long  as  the  mortgaged  property  can  be  sold  for  more  than  the 
total  amount  of  the  Bonds  issued  plus  the  interest  due  upon  them,  and 
the  expenses  attending  a sale,  no  risk  attaches  to  holding  them. 
When  the  terms  upon  which  a Bond  or  Debenture  is  issued  are 
not  complied  with,  such  as  the  interest  not  promptly  paid,  the  annual 
drawings  not  kept  up,  the  property  securing  the  issue  not  maintained,  &c., 
the  Bond  or  Debenture  holders  can  enforce  their  rights. 

The  Trustees  then,  either  at  their  own  initiative  or  at  the  request 
of  a Bond  or  Debenture  holder,  commence  proceedings  and  realise 
by  sale  the  mortgaged  property.  Excepting  in  respect  of  such  small 
claims  as  wages  or  other  expenses  incurred  in  maintaining  the  property 
until  it  is  sold,  the  nett  proceeds  of  the  sale  are  applied  in  the  first 
instance  towards  paying  the  Bond  or  Debenture  holders’  claims  for 
Capital  and  Interest.  Should  the  amount  so  realised  be  insufficient  to 
meet  these  claims  the  Bond  and  Debenture  holders  rank  with  the  other 
creditors  for  the  balance  still  due  to  them.  In  such  a case  the  Bond 
and  Debenture  holders  have  not  only  a claim  on  the  property  actually 
mortgaged  to  them,  but  also  in  common  with  the  ordinary  creditors  a 
claim  on  all  the  other  assets  which  the  issuer  ot  the  Bonds  and 
Debentures  owns. 

It  has  already  been  stated  that  various  kinds  of  Bonds  and 
Debentures  can  be  created.  There  can  be  created,  for  example,  a 
second  and  even  a third  Mortgage  Bond  on  the  security  of  a property 
on  which  a first  Mortgage  already  exists.  Then  the  original  Bond 
or  Debenture  issue  ranks  first  with  all  its  rights,  and  the  second 
and  third  Bond  or  Debenture  issues  follow  with  their  respective 
rights. 
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Bonds  and  Debentures  have  sometimes  a first  Mortgage  on  some 
property  and  a second  Mortgage  on  another.  When,  by  order  of  a court 
of  law,  money  is  raised  for  the  purpose  of  preserving  an  already  mortgaged 
property,  the  Bonds  or  Debentures  issued  in  respect  of  such  loan  are 
usually  called  Prior  Lien  Bonds  or  Debentures.  When  no  specific 
mortgage  secures  a Bond  or  Debenture  issue,  their  name  usually  has  no 
prefix  such  as  “ first,  second,  third  or  prior  lien.” 

The  actual  status  of  a Bond  or  Debenture  is  at  times  clearly 
indicated  by  its  name.  Sometimes  Bonds  or  Debentures  are  called 
by  a misleading  name,  and  therefore  the  terms  of  the  trust  deed 
or  the  Prospectus  which  indicate  the  actual  security  that  exists, 
should  invariably  be  referred  to  prior  to  a purchase. 
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The  principal  and  interest  is  sometimes  paid  in  a paper  and  some- 
times in  a gold  currency,  and  the  latter  is  indicated  by  the  expression 
Gold  Bond.  The  Bonds  and  Debentures  can  be  issued  as  **  Bonds  to 
Bearer,  ’ ’ and  this  signifies  that  the  actual  holder  of  the  Documents 
is  the  owner  of  the  Bonds,  or  they  can  be  Registered  or  Inscribed  Bonds 
or  Debentures  and  then  they  are  transferable  by  a written  document 
only.  Some  Bonds  and  Debentures  are  issued  ' ‘ to  bearer ' * or 
registered  as  their  owners  may  prefer.  The  interest  on  Registered 
and  Inscribed  Bonds  is  paid  by  cheque  or  in  cash,  on  Bearer  Bonds 
and  Debentures  by  means  of  interest  tickets,  called  “ Coupons,”  which 
are  included  in  the  certificate  and  cut  off  at  maturity  trom  time  to 
time.  As  soon  as  these  coupons  are  exhausted  a new  supply  of  them 
is  obtained  against  what  is  called  the  **  Talon,”  a ticket  printed  on  the 
end  of  the  coupon  sheet. 

The  nominal,  or  face  value  of  a Bond  or  Debenture  is  the  sum 
actually  due  tor  its  repayment  from  the  concern  creating  it ; this  amount 
can  be  any  multiple  of  any  coinage  and  the  principal  and  interest  is  paid 
in  that  coinage.  Some  Bonds  are  issued  in  a number  of  coinages  and  a 
fixed  ratio  of  exchange  of  one  coinage  into  the  other  is  then  settled  in 
the  first  instance.  If  a Bond  is  bought  for  a sum  below  its  face  value, 
or  at  a discount,  as  it  is  called,  the  purchaser  thereby  obtains  a greater 
margin  of  security  for  the  mortgage  which  he  has  purchased  than 
appears  on  the  face  of  the  Bond.  If,  on  the  other  hand,  he  buys  at  a 
price  higher  than  the  face  value  (termed  at  a premium)  he  obtains  a 
smaller  margin  of  security  for  the  mortgage  debt  which  he  has  purchased 
than  appears  on  the  face  of  the  Bond.  The  extent  of  the  discount  or 
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premium  determines  the  difference  between  the  actual  mortgage  debt 
bought  and  the  sum  paid  for  it. 

It  is  very  important  to  consider  this  point  in  connection  with 
Bonds  and  Debentures  which  can  be  paid  off  at  an  early  date.  If 
such  securities  are  bought  for  a higher  price  than  their  nominal  value, 
their  purchaser  loses  on  their  redemption  the  amount  of  the 
premium  paid.  If,  on  the  other  hand,  they  are  bought  for  a smaller 
price  than  their  nominal  value,  the  purchaser  gains  the  amount  of  the 
discount  on  their  being  redeemed. 

In  some  cases  Bonds  and  Debentures  receive  a premium  when 
they  are  paid  off,  which  means  that  a larger  sum  is  paid  on  redemption 
than  their  nominal  value.  This  premium  should  be  taken  into 
consideration,  when  a Bond  or  Debenture  is  bought.  The  fact 
whether  or  not  a premium  will  be  paid  on  redemption  is  stated  in  the 
Trust  Deed  upon  which  the  Bond  or  Debenture  is  issued,  and  should 
also  be  stated  on  each  Bond  or  Debenture. 

Some  Bonds  and  Debentures  are  irredeemable,  which  mean*  that 
their  holders  have  contracted  a perpetual  loan,  and  can  only  obtain  a 
return  of  their  capital  if  the  conditions  as  to  interest  or  maintenance  of 
the  property  securing  their  loan  are  not  fulfilled.  Other  Bonds  and 
Debentures  are  redeemed  by  annual  drawings,  which  means,  that  all 
the  numbers  of  them  are  placed  in  a receptacle  and  a certain  number 
of  these  are  taken  out  at  random,  and  these  are  redeemed  and  cancelled. 

In  many  cases  drawings  are  suspended  when  the  Bonds  or  Debentures 
are  purchasable  below  the  price  at  which  they  must  be  paid  off,  and 
then,  instead  of  being  drawn,  they  are  bought  on  the  market  and 
cancelled.  The  fact  that  a certain  Bond  or  Debenture  has  been  drawn 
is  advertised  in  a “ List  of  Drawn  Bonds.* ’ Every  holder  of  Bonds 
should  ascertain  where  and  when  these  lists  are  published  because  he  is 
liable  to  lose  the  interest  and  also  the  capital  after  a lapse  of  time  if  the 
drawn  Bond  is  not  surrendered.  Bankers  usually  perform  this  duty  for 
investors.  Lost  Bonds  can  also  be  reclaimed  through  Bankers. 

To  purchase  at  a premium  Bonds  or  Debentures  which  are  liable 
to  be  drawn  at  par  is  risky,  as  in  the  case  of  their  being  drawn  the 
premium  paid  is  lost,  but  to  purchase  at  a discount  may  result  in  a speedy 
profit.  Lastly  there  are  Bonds  and  Debentures  which  are  all  simul- 
taneously redeemed  and  cancelled  on  a specified  date,  agreed  upon  at 
the  time  of  their  issue. 

The  return  of  interest  which  the  purchaser  receives  upon  his 
outlay  depends  entirely  upon  the  price  he  pays  for  a bond.  Thus  a 
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3 % bond  bought  at  ^50  for  each  ^100  nominal  value  yields  him  6 % 
on  his  actual  outlay,  while  a 5 % Bond  bought  at  ^125  for  each 
^100  nominal  value  yields  only  4 % on  the  sum  expended.  The 
table  given  monthly  on  the  last  page  of  the  “ Financial  Review 
of  Reviews  ’ ’ shows  at  a glance  the  actual  yield  obtained  at  any  stated 
price  paid. 

When  a Bond  or  Debenture  issued  in  a foreign  coinage  is 
bought  for  a sum  of  £ sterling,  the  average  rate  of  exchange  of 
that  coinage  against  £ sterling  must  form  the  basis  of  the  calcula- 
tion for  the  return  of  principal  and  income.  Thus  a $500  Bond 
yielding  5%  bought  for  ^100  returns  on  average  ^5  2s.  6d.  not  ^5 
per  annum.  It  is  of  the  utmost  importance  to  note  this  fact  when 
purchasing  a security  which  is  not  issued  in  a Gold  Currency  as  the 
rate  of  exchange  is  then  liable  to  fluctuate  very  considerably. 

Safety  of  Bonds  and  Debentures. 

It  will  now  be  plain  that  the  purchaser  of  a Bond  or  Debenture 
has  protected  himself,  as  far  as  is  practically  possible,  if  he  has 
ascertained  that  : — 

1 . The  issuing  house  and  the  Trustees  have  made  strict  provisions 
to  secure  his  rights,  and  are  likely  to  enforce  them  fully. 

2.  The  value  of  the  mortgaged  property  is  unlikely  to  fall  to  less 
than  ij  times  the  total  amount  of  Bonds  or  Debentures 
issued,  so  that  a margin  of  safety  always  remains. 

3.  The  price  he  pays  for  the  Bonds  or  Debentures  is  not  higher 
than  that  he  would  have  to  pay  for  other  similar  securities 
situated  in  the  same  investment  area. 

Governments  and  municipalities  do  not  give  special  security 
against  their  Bond  Issues  except  in  rare  cases,  so  that  the  buyer 
of  Bonds  issued  by  them  must  rely  upon  the  solvency  and  good  faith  ox 
the  issuer. 

A holder  of  Bonds  or  Debentures  fully  secured  by  specifically  mort- 
gaged property,  vested  in  trustees  who  watch  his  interests  closely,  need 
not  consider  the  prosperity  of  the  enterprise  that  created  those 
securities,  and  is  not  directly  concerned  in  its  management.  He  has, 
indeed,  no  interest  at  all  in  such  enterprise  apart  from  any  effect 
which  its  operations  may  have  upon  the  realisable  value  of  the 
property  mortgaged.  Few  investors  fully  realise  this  and  the  Bonds 
or  Debentures  of  an  undertaking  which  is  the  reverse  of  prosperous 
may  prove  far  safer  than  those  of  a concern  that  is  in  itself  highly 
successful. 
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For  example,  a certain  well-known  Publishing  Company  has, 
from  1899  to  the  present  time  paid  dividends  on  its  shares  ranging 
from  10%  to  15%  per  annum,  but  a large  part  of  that  Company’s 
property  consists  of  copyrights,  and  not  fixed  tangible  assets  which  can 
be  easily  disposed  of,  and  its  Debentures  are  under  these  circumstances 
not  so  well  secured  as  those,  for  example,  of  the  British  Coalite 
Company,  which  from  its  inception,  has  not  earned  a dividend. 

The  British  Coalite  Debentures  are  secured  upon  solid  property 
valued  at  more  than  four  times  the  total  amount  of  the  Debenture 
issue : — property  which,  if  sold,  would  certainly  realise  at  any  time  a 
great  deal  more  than  is  necessary  to  repay  all  the  Debenture  holders’ 
capital.  These  British  Coalite  Debentures  are,  in  fact,  as  safe  a security 
as  any  investor  need  wish  for,  although  the  company  is  not  prosperous, 
while  the  Debentures  of  the  Publishing  Company,  above-mentioned, 
are  not  so  well  secured  although  the  Company  is  doing  well. 

The  reader  will  now  understand  that  the  Bond  or  Debenture 
holder,  being  simply  a lender  of  money,  can  protect  his  interests  fully 
before  making  a purchase.  When  holding  really  sound  Bonds  or 
Debentures  exclusively,  he  can  make  both  his  capital  and  income  safe. 
The  stability  of  these  does  not  depend  upon  the  prosperity  of 
the  enterprise  chosen,  so  much  as  upon  an  adequate  margin  of  safety. 

Provided  that  this  margin  of  safety  is  large  enough  the  Bond  or 
Debenture  holder  need  not  watch  the  management  of  the  concern,  as 
he  cannot  sustain  loss  through  bad  or  careless  administration,  in  fact  he 
can  provide  against  the  danger  of  mishaps  within  the  range  of  human 
foresight. 

Shares  of  all  Classes. 

The  holder  of  any  kind  of  Share  is  placed  in  quite  a different  posi- 
tion from  that  occupied  by  a Bond  or  Debenture  holder.  The  term 
“share”  means  “part  of  an  enterprise,”  and  shareholder,  “part- 
ner in  an  enterprise.”  Every  partner  in  any  undertaking  shares  in  its 
prosperity  or  adversity,  and  should  carefully  follow  its  progress.  Good 
or  bad  management  make  all  the  difference  between  a satistactory  and 
a disastrous  investment  to  him.  The  Directors  and  Managers  furnish 
annual  Reports  and  Balance-sheets  which  should  be  most  carefully 
studied.  To  understand  them  is  a somewhat  complicated  matter,  which 
want  of  space  prevents  being  explained  here.  In  the  “ Investors 
Four  Shilling  Year  Book”  an  exhaustive  explanation  is  given.  It 
is  extremely  important  for  Shareholders  to  fully  understand  the  nature 
of  a “ Reserve  Fund,”  as  this  is  their  protection  against  unforeseen 
events.  The  Year  Book  also  explains  this. 

E 


Bonds 
not  ne- 
cessarily 
affected 
by  pros- 
perity. 


Pro- 
tection 
of  In- 
vestor. 


Shares 
are  a 
specula- 
tion. 


64 


BONDS  AND  DEBENTURES 


Bond 

and 

Share- 

holders’ 

position 

com- 

pared. 


Pre- 
ferred 
and  Pre- 
ferred 
Ordinary 
shares. 


On  most  shares  the  liability  is  limited,  but  some  of  them  are 
only  partly  paid  up,  and  in  case  of  need  the  unpaid  portion  of 
them  must  be  found.  Bank  and  Insurance  company  shares  are  in  many 
cases  partly  paid,  and  only  those,  who  are  prepared  to  find  the  call 
money  at  any  time,  or  insure  against  this  risk  in  the  ordinary  way, 
should  hold  such  shares. 

A Preference  shareholder  stipulates  for  a safer  position  than 
his  fellow-partners  enjoy,  but  he  still  remains  a partner.  As  the  law 
does  not  permit  of  dividends  being  paid  unless  they  have  been  earned, 
the  regularity  of  his  income  depends  entirely  upon  the  success  of  the 
enterprise.  A Bond  or  Debenture  holder  can  insist  upon  his  rights. 
Whether  profits  are  made  or  not  does  not  affect  his  bargain  with  the 
concern  that  has  created  the  securities  he  holds.  His  position,  indeed, 
is  that  of  Shylock  with  respect  to  Antonio,  save  that  the  debtor  enter- 
prise is  not  a creature  of  flesh  and  blood.  To  pursue  the  simile,  a 
Shareholder  stands  practically  in  Antonio’s  shoes ; all  the  property, 
which  represents  the  value  of  his  shares,  can  be  taken  by  the  Debenture 
holders  and  any  other  unsatisfied  creditors. 

The  special  privileges  which  some  shareholders  may  secure  for 
themselves  in  comparison  with  the  rank  and  file  of  their  fellows  are 
granted  to  holders  of  Preference,  Preferred,  or  Preferred  ordinary, 
shares.  These  follow  each  other  in  the  priority  of  their  respective 
rights  for  dividend,  and  for  repayment  of  Capital  in  cases  of  liquidation, 
in  the  order  defined  by  the  capital  constitution  of  the  Company. 

In  some  instances  preference  shares  are  entitled  to  Cumulative 
Dividends  which  means  that  dividends  due  but  unpaid  in  one  year  are 
carried  forward  to  the  next  year.  Then  again  there  are  Cumulative  and 
Participating  Preference  Shares  which  in  addition  to  a fixed  rate  of 
dividend  further  participate  in  profits.  Isolated  instances  occur  in 
which  special  provision  is  made  by  a company  issuing  Preference 
shares  to  repay  the  capital  subscribed  therefor  at  an  agreed  future 
date.  Such  an  arrangement  can,  as  a rule,  only  be  carried  into  effect 
by  a distribution  from  profits  earned,  or  by  reconstructing  the  Com- 
pany’s entire  capital  account. 

If  a company  has  not  created  and  cannot  create  Debentures, 
or  Mortgages  of  any  kind,  its  Preference  shares  may  sometimes  be 
very  safe,  and  the  security  afforded  to  their  holders  quite  as  good  as 
Debentures  would  give.  There  are  also  some  instances  in  which 
ordinary  shares  are  non-speculative,  but  such  cases  are  exceptional. 

After  the  Preference  and  the  Preferred  shares  rank  the  Ordinary 
shares ; after  these,  the  Deferred  shares,  and  last  of  all,  Founders’ 
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shares.  Some  companies  issue  many  classes  of  shares.  The  Great 
Central  Railway  Company,  for  instance  has  created  as  many  as  18 
different  issues,  every  one  of  which  carries  its  peculiar  characteristics 
and  rights. 

It  is  quite  impracticable  to  explain  the  details  of  a company’s 
administration,  in  the  limited  space  these  notes  afford,  the  various 
rights  and  privileges  of  shareholders,  or  the  relative  safety  of  Shares. 
It  has  been  possible  to  describe  the  characteristics  of  Debentures  and 
Bonds,  because  they  are  more  simply  constituted  than  Shares. 

The  “Financial  Review  of  Reviews  ” has  published  a book  entitled 
“ All  About  Investment,”*  written  by  Mr.  Henry  Lowenfeld,  the 
originator  of  the  system  of  Geographical  Distribution  of  Capital,  in 
which  the  rights  and  privileges  pertaining  to  shares,  the  degree  of 
safety  they  afford,  and  the  methods  and  working  of  companies 
issuing  them,  are  fully  described  and  explained.  For  further  details 
regarding  the  above  questions  the  reader  is  therefore  referred  to 
Mr.  Lowenfeld’s  book. 

Investors  should  take  pains  to  master  completely  the  inner  nature 
of  shares,  if  they  intend  to  hold  any.  A shareholder  cannot  rest 
secure  in  the  certain  knowledge  that  his  interests  are  fully  safeguarded  ; 
a puff  of  wind  turning  the  political  weathercock  to  an  unexpected 
quarter  may  bring  down  with  a rush  the  value  of  Shares,  bought, 
perhaps,  with  his  hard-earned  savings.  Unlike  a Debenture  holder, 
he  must  himself  constantly  watch  the  changing  conditions  that 
affect  his  Shares,  and  to  do  this  thoroughly  must  become  highly 
trained  in  financial  matters,  and  may  even  then  meet  with  but  little 
success. 

If  he  has  neither  the  time  to  gain  such  experience,  nor  the 
inclination  to  worry  over  his  money  matters  so  much  as  the  holding 
of  Shares  will  necessitate,  he  must  confine  himself  to  Debentures. 
Once  he  knows  they  are  thoroughly  well  secured,  he  can  purchase 
those  that  are  well  distributed  among  private  investors  in  small 
lots  and  are  therefore  likely  to  maintain  their  realisable  value 
— these  will  yield  him  a reasonable  and  steady  income,  and  involve 
a minimum  of  trouble  to  himself. 
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* “All  About  Investment,’  price  i/-,  of  all  Booksellers  and  Bookstalls. 
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ALL  ABOUT  INVESTMENT. 
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THIS  book  contains  288  pages  of  the 
soundest  advice  essential  to  every 
thinking  investor  but  of  no  interest 
to  the  speculator.  It  shows  by  simple 
and  lucid  argument  the  necessity  of 
recognising  a definite  investment  aim  ; 
it  divides  investors  into  ten  groups, 
teaching  each  reader  how  to  construct 
a consistent  investment  plan  according 
::  ::  to  his  individual  needs.  ::  :: 

What  t/]e  press  thinks  of  this  ren\a  ridable  work : 

||j||j|^  Simes. 

“ Mr . Lowenfeld  has  made  this  subject  his  own." 

&be  £!  atf g Celfgtapjr. 

“ A volume  of  sound  common- sense  calibre , clear , 
spirited , and  plainspoken" 
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* ' One  of  the  best  financial  works  which  has  been 
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“An  amazing  amount  of  information.” 

Financier. 
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Investors'  Account  Book. 

This  book  is  so  arranged  that  it  may  be  kept 
up  by  anyone,  whether  he  possesses  any  know- 
ledge of  accountancy  or  not.  It  always  indicates 
at  a glance  any  weaknesses  in  an  Investor’s 
holdings.  It  is  arranged  to  show : — 

All  Stocks  held 
Dividends  due  each  month 
Cash  received  and  paid  out 

Geographical  Distribution  of 
Investment 

Income  tax  payable 


Total  Annual  Results 
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